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MIDLAND BANK 


LIMITED 
= 


A Complete Banking Service 


The Midland Bank offers exceptional facilities 
for the transaction of banking business of every 
description. It has offices in the Atlantic Liners 
* Aquitania” “ Berengaria” “ Mauretania” 
and with affiliated banks operates over 2550 
branches in Great Britain and Northern Ireland. 


The offices in Poultry and at 196 Piccadilly are 
specially equipped for the use of American visitors. 


Head Office: POULTRY, LONDON, E.C.2 
Overseas Branch: 122 OLD BROAD STREET, LONDON, E.C.2 


TOTAL RESOURCES EXCEED $2,000,000,000 


\ ViTH a background of 119 years of successful bank- 


ing, and a location in the center of the financial district of 


New York, this Bank places its complete facilities at the 


disposal of out-of-town banks and their customers. 


STABLISHED 181 


The BANK of AMERICA 


NATLONAL ASSOCIATION 


NEW YORK. 
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HAT is needed to bring business out of the dol- 

drums? Will the plans of the factional and special 

interest panaceists, each with his pet plan for restora- 

tion of prosperity solve the problem? John E. 
Rovensky, vice-chairman of the board, Bank of America, N. A., 
New York, thinks not. “All these panaceas are makeshifts and in 
most cases overlook the probable after-effects. You cannot readjust 
the delicate and complicated mechanism of .our economic system by 
banging away with a sledge-hammer at one of its parts. What, 
then, is the way out? I am afraid that I have no specific remedy to 
offer. I believe the way we came in is the way we will get out. The 
workings of human psychology caused a curtailment of buying, and 
the same workings will inevitably turn around again and revive it. 
Let us not allow our hopes to run away with us however. When the 
upturn does come, it is not likely to be abrupt or free from periodic 
recessions. But the expectation that a genuine, lasting improve- 
ment in general business, however slight, will come before the end 
of the year, would seem to be justified by present indications. 'The 
only plan that I urge upon you is that having become unreasoning 
optimists in 1929 you do not permit yourselves to become unreason- 
ing pessimists in 1981. ‘Take stock of your country. Look back 
over its wonderful record, and then in a cool, calm, rational manner, 
proceed in an orderly way with your business. And when you all 
do that, prosperity will be here.” Mr. Rovensky’s article “You 
Can’t Readjust Business with a Sledge-Hammer” begins on 
page 287. 


Wuat does the Comptroller do? This question is answered by 
A. A. Denison, Comptroller of the Cleveland Trust Company in 
his article beginning on page 294. “The comptroller,” says Mr. 
Denison, “is concerned with income sources as well as expense items 
for the current period as well as in comparison with previous months 
and years. Unlike the auditor he is not primarily concerned with 
individual items but rather the details of income and expense by de- 
partments and for the institution as a whole, both as to rates and 
amounts this year and for previous ones. It is his function to have 
this data available for the use of executive officers. In this connec- 
tion he becomes a co-ordinating officer and often assumes duties 
which cannot easily be classified or readily assigned. In connection 
with the bank’s own expenses, the comptroller’s office with the co- 
operation of individual departments, sets up operating budgets for 


{Continued on page xiv} 
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THE 
NATIONAL BANK 
OF AUSTRALASIA LTD. 


HEAD OFFICE With its 460 well distributed offices 
sleet provides a complete banking service 
throughout Australia, and is well 
Chief Manager: equipped for the transaction of all 
E. H. WREFORD P 2 

classes of foreign business. 


Deputy Chief Manager: 
JAMES WILSON 


 ) Osnoang Authorised Capital (@ $5to£1) $50,000,000 

Capital Paid Up - - $25,000,000 
Reserve Fund - . - $16,500,000 

LONDON OFFICE: 

7 LOTHBURY,E.c.2 Total Assets March 1931 - $215,139,185 


English, Scottish & Australian Bank, 


Limited. 
Authorized Capital .... . . . $25,000,000 
Paid-up Capital . . . . $15,000,000 
Further Liability of Shareholders . . $10,000,000 
Reserve Fund . . . + $15,800,000 


HEAD OFFICE :—5, GRACECHURCH “STREET. LONDON, E.C. 3, 
and 459 Branches and Agencies in Australia. 
Chief Office in Australia—Collins Street, Melbourne. 


BANKING AND EXCHANGE BUSINESS of every description transacted 
with Australia. BILLS NEGOTIATED or sent for COLLECTION, 
REMITTANCES made by TELEGRAPHIC TRANSFER. WOOL 
and PRODUCE CREDITS arranged. LETTERS of CREDIT and 
DRAFTS issued on all the Branches of the Bank. 


Chief Agents in United States: 
Guaranty Trust Company of New York. 
The Canadian Bank of Commerce. 
National City Bank. 
First National Bank. 
Crocker-First National Bank of San Francisco. 
Th jan Bank of Commerce. 
E. M. JANION, Manager. 
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THE 


BANK OF AUSTRALASIA 


(Incorporated by Royal Charter, 1835) 


Paid-up Capital - - - - £4,500,000 
Reserve Fund - = «+ = £4,475,000 

Reserve Liability of Proprietors 
under the Charter - - £4,500,000 
£13,475,000 


n, E. C. 2 


VICTORIA 
Melbourne: 


394-396 Collins St. 
384 Elizabeth St. 

602 Bourke St. W. 
71 Collins St. East 


Brunswick 
Burnley 
Coburg 
Collingwood 
Elsternwick 
Footscray 
Malvern 
Middle Brighton 
Northcote 
Port Melbourne 
Prahran 
Ripponlea 
St. Kilda 
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Ballarat 
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Charlton 
Chiltern 
Cobram 
Corryong 
Dandenong 
Drouin 
Echuca 
Euroa 
Foster 


EDMUND GODWARD, Manager 
West End Branch, 17 Northumberland Avenue, London, W. C. 2 


Chief Office for Australia and New Zealand, Melbourne. 
G. D. HEALY, Superintendent. 


Branches in Australia 


Victoria, Contd. 
Geelong 
Hamilton 
Horsham 
Katamatite 
Kingston 
Koroit 
Korong Vale 
Korumburra 
Leongatha 
Mildura 
Mirboo North 
Mooroopna 
Morwell 
Nathalia 
Nhill 
Numurkah 
Port Fairy 
Rutherglen 
St. James 
Sale 
Shepparton 
Stawell 
Strathmerton 
Tallangatta 
Terang 
Traralgon 
Tungamah 
Walwa 
Warracknabeal 
Warragul 
Warrnambool 
Wedderburn 
Welshpool 
Wycheproof 
Yackandandah 
Yarram 
Yarrawonga 


FEDERAL CAPI.- 
TAL TERRITORY 


Canberra 


NEW SO. WALES N.S. Wales, Contd. 


Sydney: 


Martin Place 

97 Castlereagh St. 
85 Pitt St. 

555 George St. So. 
Wentworth Ave. 
236 William St. 


Bondi Junction 
Hurstville 
Kogarah 
Leichhardt 
Marrickville 
Newtown 
North Sydney 
(84 Mount St.) 
Petersham 
Albury 
Ballina 
Bathurst 
Bega 
Bellingen 
Berrigan 
Blayney 
Broken Hill 
Cootamundra 
Corowa 
Crookwell 
Deniliquin 
Dubbo 
Forbes 
Glen Innes 
Goulburn 
Grafton 
Grenfell 
Hamilton 
Howlong 
Jerilderie 
Kempsey 
Kyogle 


Lismore 
Maitland (West) 
Maitland (East) 
Moree 
Murwillumbah 
Muswellbrook 
Narrabri 
Narromine 
Newcastle 
Newcastle West 
Nowra 

Orange 

Parkes 

Peak Hill 
South Grafton 
Stroud 
Tamworth 
Tullamore 
Wagga-Wagga 
Wee Waa 
Young 


QUEENSLAND 


.Brisbane:QueenSt. 


Fortitude Valley 
Cairns 

Charters Towers 
Cooyar 
Crow's Nest 
Herberton 
Hughenden 
Ipswich 
Kingaroy 
Longreach 
Maryborough 
Oakey 
Richmond 
Rockhampton 
Roma 
Toogoolawah 
Toowoomba 
Townsville 


Branches in New Zealand 


SO. AUSTRALIA 
Adelaide 
Gladstone 
Kooringa 

Mount Barker 
Murray Bridge 
Nuriootpa 

Port Lincoln 
Port Pirie 
Wirrabara 


W. AUSTRALIA 


Perth (St. George’s 
Terrace) 
237 Murray St. 
Subiaco 
Albany 
Beverley 
Bunbury 
Carnamah 
Dowerin 
Fremantle 
Gnowangerup 
Kalgoorlie 
Kulin 
Moora 
Northam 
Wagin 
Wickepin 


TASMANIA 
Hobart 
Burnie 
Deloraine 
Devonport 
Fingal 
Latrobe 
Launceston 
Sheffield 
Stanley 
Ulverstone 
Wynyard 


Wellington Featherston Kaitaia New Plymouth Stratford Upper Hutt 


Ashburton 
Auckland 
Blenheim 
Christchurch 
Dannevirke 
Dunedin 
Eltham 


Feilding 
Gisborne 
Gore 
Hamilton 
Hastings 
Hawera 
Invercargill 


Levin 
Manaia 
Mangonui Oo 
Marton 
Masterton 
Matamata 
Morrinsville 
Napier 


Newt 


Raeti 


(Auckland) 
taki 

Paeroa 
Palmerston Nth. 
Patea 


Rotorua 


on Taihape 
Taumarunul 
Tauranga 
Te Aroha 
Te Kuiti 
Temuka 

Te Puke 
Timaru 


Waipawa 
Waipukurau 
Wairoa 
Wanganui 
Waverley 
Whakatane 
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Principal Correspondents in North America 


CANADA: 
Bank of Montreal 
Canadian Bank of Commerce 


UNITED STATES: 


Bank of New York & Trust Co., New York 
Central Hanover Bk. & Tr. Co.. New York 
Central Republic Bk. & Tr. Co., Chicago 


UNITED STATES, Contd.: 


Continental! Illinois Bk. & Tr. Co., Chicago 

Guaranty Trust Company, New York 

National City Bank of New York 

Philadelphia National Bank, Philadelphia 

Wells Fargo Bank & Union Trust Co. 
San Francisco 


Offer facilities for the transaction of every description of Banking Business in Australia 


and New Zealand. Negotiate or Collect Bills. 


Issue Telegraphic Transfers, Letters of 


Credit and Drafts, also Circular Notes and Circular Credits, on all parts of the world. 
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those departments, checks the expenses incurred by them, oversees 
their payment and makes monthly reports showing the status of the 
various departmental expenses in relation to the budget allotted.” 


“ScIENTIFIC Bank Management,” says Craig B. Hazlewood, vice- 
president of the First National Bank of Chicago, “is no longer a 
thing merely to be hoped for; it is imperative to survival. Stated 
simply but candidly, the management of every bank, regardless of 
whether it is chain, branch, group or unit, is today confronted with 
the necessity of practicing scientific management or facing certain 
elimination. There are no other alternatives. Unless I am far afield 
in my judgment, we have, fortunately, now begun to recognize the 
situation. As a result, there is emerging today a definite and de- 
termined movement in the direction of scientific management in 
American banking. And it is my opinion that it is the most signifi- 
cant and outstanding development of recent years in our banking 
system. Its objective isthe in . ‘tion or extension of sound and 
profitable management methous -... every bank, regardless of its size 
or location. The only effective weapon by which this objective can 
be achieved and by which mismanagement and unintelligent opera- 
tion can be eliminated, is the widespread dissemination of funda- 
mental management knowledge to every banker in every bank.” 
Mr. Hazlewood’s article, “There Is No Substitute for Sound Man- 
agement,” begins on page 297. 


“Wat a variety of fascinating news is available everywhere in a 
bank, always on tap, which only the occasional newspaper offers its 
readers!” says T. J. Malone in his article “The Bank in the Local 
News,” beginning on page 302. “A bank statistician was remarking 
the other day,” says Mr. Malone, “with no inkling of its news value, 
that the average man’s checking account, personal not business, ran 
about fifteen to twenty checks a month, and presented an arresting 
similarity to the accounts of hundreds, thousands, of other men. 
These checks told much about him, his habits, interests, preferences, 
associations. Month after month, they covered his regular house 
services—gas, electricity, telephone, grocery and other store ac- 
counts, and fuel; rent perhaps, and instalment payments; club and 
lodge dues; church and charity contributions; insurance premiums, 
and so on. Interesting? There’s a story in it.” 
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Editorial Comment 
SAFER AND MORE PROFITABLE BANKING 


HEN the American Bankers 

\X Association convention meets 

at Atlantic City the first week 
in October, no question before the meet- 
ing can be of greater importance than 
this: “How Can Our Banks Be Made 
Safer and More Profitable?” 

Admittedly, the question is not a new 
one, but its consideration was never more 
urgent than now in view of the recent 
record of banking mortality. 

For the increased number of bat 
failures of late the bankers cannot be 
held altogether responsible. They have 
passed through trials greater than have 
ever before been encountered by the 
banks of this country. And, in dis- 
cussing the weakness of American bank- 
ing, let us not forget that, primarily, the 
difficulty lies with defects in our system 
of production, manufacturing and trade. 
To be specific: had agriculture been less 
demoralized, so many country banks 
would not have failed. 

If we are to maintain our independent 
unit banks, with small capital equipment 
and with varying degrees of skill ap- 
pertaining to the managers of these 
banks, we shall have to get our produc- 
tion and trade on a sounder basis. 

Coupled with this question of how to 
make our banks sounder and more prof- 
itable is a like question relating to pro- 
duction and trade. 

In considering changes in our bank- 
ing systems, we should avoid being hur- 
ried into drastic changes because of re- 
cent experiences. Because a terrible 
cyclone has come once in a lifetime, it 
does not follow that houses must be 
abandoned and the people fly to caves 
for safety. Difficulties as great as those 
we are now experiencing are not likely 
to be of frequent recurrence, and prob- 


ably measures are not necessary to pro- 
tect the banks against a catastrophe of 
like severity. We do need, however, to 
make our banks strong enough to resist 
any ordinary crisis, or an extraordinary 
one if that be possible without unduly 
restricting their usefulness. 

This is the problem that might well 
engage the undivided attention of the 
convention of the American Bankers As- 

‘sjation, and in dealing with it hobbies 

‘h as branch banking may well be laid 
aside. Better bankers are needed; un- 
sound and unprofitable methods of bank- 
ing must be discarded; efficient super- 
vision must be had; the banks will have 
to co-operate in refusing to do business 
without an adequate return. One way 
to make banks safer is to make them 
more profitable, for it ought to be clear 
that a bank operating at a loss cannot 
long survive. 


CAN COMMERCIAL BANKS 
ABOLISH INTEREST ON 
DEPOSITS? 


UCH of the lack of profit in 
M banking is charged against the 

practice of many banks in pay- 
ing an undue rate of interest on their 
deposits. There is no doubt that this 
practice is a costly one, for interest on 
deposits constitutes a major part of the 
cost of bank operations. The matter is 
specially urgent at this time, due to the 
prevailing low rates which banks can 
obtain for their loans. In view of this 
situation the banks are finding it obli- 
gatory to make a sharp reduction in the 


rate of interest allowed on deposits. 


In this connection the question arises 
as to whether or not payment of interest 
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on deposits might be altogether abolished 
by commercial banks. 

It may be argued that if a depositor 
puts $10,000 in his bank he makes a 
loan of that sum to the bank, and that 
he should receive interest from the bank, 
just as he would be required to pay in- 
terest to the bank should a loan of the 
like amount be made him. 

But when one deposits money in a 
bank quite substantial benefits are re- 
ceived, irrespective of whether interest 
is paid on the deposit or not. The first 
of these advantages, and the one which 
should outweigh all others, is that his 
money is safe. He can get it back at 
any time. Besides, he can have the 
money paid to others at such times and 
in such amounts as he may wish. For 
the amount of his balance he may re- 
ceive a letter of credit available through- 
out the world. Other advantages of his 
bank deposit are so obvious as not to call 
for mention. 

The practical question for the depos- 
itor is as to whether these advantages are 
a sufficient compensation for the money 
loss he would sustain did his bank allow 
him no interest on his deposit balance. 
By lending his money out at interest— 
not without some risk—he would receive 
the going rate on loans, but would have 
to forego the advantages mentioned, as- 
suming that he did not keep a sufficient 
balance with his bank to warrant the 
payment of interest on it. 

If the banks stopped paying interest 
on deposits, the first result would be a 
decided shrinkage in their balance sheets. 
Deprived of the deposits now attracted 
by the rate of interest, the banks could 
not make loans to anything like their 
present volume. This might seriously 
impair the ability of the banks to extend 
the required accommodation to produc- 
tion and trade. But might not this loss 
of available funds be made up from an- 
other source? That is, by an increase in 
banking capital. With the added profit 
that might follow the abolition of in- 
terest on deposits, bank shares would be- 
come more attractive as investments, and 
thus draw into the banks a large amount 


of capital now being placed elsewhere. 

There is, of course, an objection to 
this plan. It is found in the fact that 
banking capital does not possess the 
flexibility of bank deposits. A bank 
might find its ability to make loans 
seriously hampered by a lack of capital. 
On the other hand, its capital might 
prove much greater than could be prof- 
itably employed in making loans. In 
neither case could the adjustment be 
made readily enough to meet the situa- 
tion. Part of this difficulty could be 
obviated by keeping a considerable share 
of the bank’s capital in investment se- 
curities, and these holdings could be in- 
creased or diminished as circumstances 
might require. 

The great argument in behalf of the 
payment of interest on deposits is that 
by this means idle funds are attracted 
from localities where there is no prof- 
itable use for them to other localities 
where they can be used to advantage. 
But much has been heard to the effect 
that this practice also drains funds away 
from the country to the financial centers. 

Commercial banks, by the very nature 
of their business, cannot successfully 
compete with savings banks, industrial 
banks and building and loan associations 
in attracting deposits by high interest 
rates. At the present banks are less con- 
cerned in attracting deposits than in find- 
ing profitable employment for those they 
have. This difficulty is all the greater 
in those cases where deposits have been 
gained by the payment of an interest 
rate which the current lending rates do 
not justify. 

The complete abolition of interest on 
deposits by commercial banks is probably 
impracticable. But it ought to be prac- 
ticable, as it is highly desirable, to reduce 
such interest to a figure compatible with 
safe and profitable banking. 


THE FEDERAL RESERVE AND 
FOREIGN CREDITS 


ARTICIPATION of our Federal 
Pp Reserve banks in the German 
credits has aroused considerable 
criticism. Some of;the critics claim that 
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these institutions have no legal warrant 
for engaging in such transactions. This 
view holds that the Federal Reserve Sys- 
tem was created solely to serve the mem- 
ber banks and to foster American pro- 
duction and trade. Even accepting this 
view, it might be that in order to carry 
out this purpose foreign loans would be- 
come necessary. If member banks have 
engaged in making foreign loans which 
have become frozen, a thawing process 
might be applied by the taking over of 
these loans by the Federal Reserve banks. 
Also, if member banks have gone to the 
limit of their ability in financing export 
trade, the Federal Reserve banks could 
step in and help the situation materially. 
Probably this service is already in ex- 
istence and is regarded merely as, in 
effect, a form of domestic financing. The 
objection raised would seem to apply 
only to the direct extension of credit, 
and particularly to central banks. 

There is involved in this question a 
matter of very great importance. This 
country has been much criticised, both 


at home and abroad, for what is styled 
our “aloofness with regard to foreign 


affairs.” Very likely this “aloofness” is 
much more apparent than real. At 
Washington a disinclination exists to 
admit this, but it is a fact nevertheless. 
Nor can it be truthfully said that we 
have been reluctant to extend financial 
aid to various countries and their indus- 
tries, as our present huge volume of out- 
standing foreign loans and credits amply 
witness. 

But if this participation in foreign fi- 
nancing is to continue—and once begun 
that is the only possible policy—it ought 
not to be a matter of controversy as to 
whether or not the Federal Reserve 
banks may legally take part in it. Should 
it be established that they lack such au- 
thority, and if Congress should consider 
it wise so to declare, an alternative device 
must be considered. 

When the Federal Reserve Act was 
passed, in 1913, its framers could hardly 
be expected to foresee the stupendous 
changes that have taken place since then. 
One of the highest tributes that can be 


paid to the Federal Reserve System is 
the adaptability it has displayed under 
greatly altered circumstances. Never- 
theless, it was framed chiefly as a domes- 
tic banking system. It is, in fact, a 
“regional” banking system, and however 
well adapted such a system may be to 
our purely domestic needs, it is becom- 
ing plain that some of its limitations 
unduly hamper the exercise of banking 
functions that have now become im- 
peratively necessary in carrying on our 
trade and credit relations with the out- 
side world. 

This may cause, in the not distant fu- 
ture, a fresh examination of the struc- 
ture of the Federal Reserve System. 
Probably it will be found desirable to 
create a new type of bank, endowed 
with some of the functions of a central 
bank, without greatly changing the 
regional character of the existing system. 
Possibly such an institution could be 
modeled somewhat on the lines of the 
Bank for International Settlements, sus- 
taining to the Federal Reserve banks 
something of the relation existing be- 
tween that institution and the central 
banks composing its membership. 

That our present relations to world 
finance call for an institution adequate 
to meet the situation, and operating un- 
der unquestionable legal authority, and 
that would be measurably relieved of the 
charge of engaging our domestic bank- 
ing system too much in foreign credits, 
all this may be admitted; but the means 
of achieving this end will be found diff- 
cult to find and to apply. Still, the prob- 
lem should not be one beyond the re- 
sources of American banking and states- 
manship. 


WAGES AND DIVIDENDS 


ROM some figures recently pub- 
Fiistes it would appear that there is 

a great disproportion between the 
gains of industry going to wage-earners 
and those received by the holders of cor- 
porate securities in the form of divi- 
dends. The statement on which this 
conclusion is reached appeared recently 
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in the World-Telegram of New York, 


and is as follows: 


“In giving a statistical answer to the 
question, “Where Did Prosperity Go?’ 
John P. Frey, of the American Federa- 
tion of Labor, submitted to the Public 
Affairs Institute of the University of 
Virginia the following figures: 

“While the total volume of wages was 
increasing from 1923 to 1929 only from 
$11,000,000,000 to $11,421,000,000, 
corporation dividends were increasing 
during the same period from $930,648,- 
000 to $3,478,000,000; net additions to 
profits of banks were increasing from 
$279,000,000 to $556,000,000, and in- 
terest paid to bondholders was increas- 
ing from $2,469,000,000 to $7,588,- 
000,000.” 


These figures indicate that, during the 
period named, while income from wages 
remained practically stationary, holders 
of stocks and bonds were reaping enor- 
mous gains. But these figures, which 
cover an inflationary period, do not tell 
the whole story. The picture will not 
be complete until we know how much 
loss has been sustained in a six-year 
period of deflation following the cul- 
mination of the speculative era ending in 
1929. It will also be necessary to know 
whether, in this latter period, wages de- 
cline to anything like the extent as does 
the income from corporate securities. 

The significance of these figures is 
further qualified by the fact that many 
thousands of wage-earners are also hold- 
ers of stocks in large amounts, and that 
they have profited by any increase of 
dividends thereon. Wage-earners, in 
common with all others, have received 
incidental benefits from the prosperity of 
industry up to 1929. Among these bene- 
fits were steady employment at good 
wages, and the cheapness and abundance 
of products turned out by the factories. 

According to the Statistical Abstract 
for 1930, wages paid by all manufactur- 


ing industries in the years named were 
as follows: 
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aoe $10,848,803,000 
ee 10,727,338,000 
ea 11,007,85 1,000 
ee 8,200,359,000 
Be  sescuws 4,067,096,000 


Corporation dividends, according to 
the same authority, were as below in the 
years named: 


TE, -ueewees $4,338,800,000 
Oe .<cet0%s 5,189,500,000 
eae 5,945 ,300,000 
ne 6,423,800,000 


These figures represent cash dividends. 
In addition, stock dividends were re- 
ported at $510,500,000 in 1924; $544, 
400,000 in 1925; $757,600,000 in 1926; 
$702,500,000 in 1927. 

In many cases the stock dividends 
have proved of little.or no value; but, 
taking them at their face value, and add- 
ing them to the cash dividends, they 
would make no great difference in the 
totals. 

It may be accepted as certain that from 
1929 onward for several years dividends 
will show a tremendous drop. One may 
hope that wages will not decline in any- 
thing like the same ratio. 

Economists have long noticed that 
when commodity prices are rising there 
is a lag in the increase in wages. It is 
fortunate that wages did not decline 
with anything like the rapidity with 
which security prices declined in the 
autumn of 1929. Probably when com- 
plete statistics of the depression are avail- 
able it will be seen that dividends have 
fallen off to a much greater extent than 
wages. To this loss of dividends will 
have to be added huge capital losses due 
to depreciation in security values. 

Implicit in these figures is the question 
as to whether labor is getting its fair 
share of the gains of industry. If it 
should appear, in the light of complete 
information—now lacking—that in a 
prolonged period of depression the losses 
sustained by holders of securities far out- 
run those of the wage-earners, existing 
opinions on the subject may be modified. 
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GROWTH OF NEW YORK 
SAVINGS DEPOSITS 


IGURES recently published show 
esa deposits in the New York sav- 

ings banks are increasing at an un- 
precedented rate. At a time of excep- 
tional prosperity this fact would call for 
no special attention. But at a time like 
the present it becomes a matter of very 
great interest. One would suppose that 
because of the increase in unemployment 
and the reduction of wages the savings 
banks would receive lessened deposits 
than they do during periods of normal 
prosperity. 

There are, of course, some factors 
which help to explain the growth of sav- 
ings deposits. It was evident that the 
speculative craze which collapsed in the 
autumn of 1929 was responsible for the 
withdrawal of large sums from the sav- 
ings banks, to be invested in securities or 
to be used in pure speculation in the 
stock market. This source of loss to the 
savings banks is now closed, or at least 
practically so. Other tendencies are, 
perhaps, working in the same direction. 
A reduction in expenditures for articles 
generally classed as luxuries, a disposition 
to scan all outlays more closely, may ac- 
count for the greater sums people are 
able to add to their savings accounts. 
This tendency has been much criticised 
on the ground that it restricts buying 
power and in the end fosters unemploy- 
ment. The savings depositor striving to 
add to his balance does not reason in 
general economic terms. He sees stormy 
weather indications and seeks to shield 
himself from the tempest’s fury. Some 
advocates of a liberal spending policy go 
so far as to assert that money is being 
hoarded by the savings banks. But these 
institutions do not hoard their funds. 
They use them in making loans for vari- 
Ous purposes, and these loans result in 
additional buying power and in increased 
employment. Whether there is a dis- 
proportion between the amount of money 
going into the savings banks to be em- 
ployed in making capital loans and the 
amount directly expended by consumers, 
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is at least an interesting subject of 
speculation. 

The exceptional increase of savings 
deposits in New York may be attributed, 
in part, to the feeling of greater confi- 
dence the savings banks inspire as cus- 
todians of savings deposits as compared 
with the commercial banks. No doubt, 
in the majority of cases, this feeling is 
unwarranted. But it grew out of the 
failure of a commercial bank holding 
large sums as savings accounts. Should 
this feeling persist, the commercial banks 
desiring to do a savings business will 
have to take any necessary steps to assure 
the public that their savings are just as 
safe in the commercial banks as in the 
savings institutions. To accomplish this 
legislation may be required, or the com- 
mercial banks might bring about the de- 
sired end by voluntary action. The con- 
siderations which call for special security 
for savings deposits are self-evident. 


BANKS AS INVESTMENT 
COUNSELLORS 


Bes are being subjected to 


criticism just now because some 

of the investments they have 
recommended to their clients have turned 
out badly. Nothing is heard from those 
who have been saved from losses or who 
have profited by a rise in the price of 
securities bought on the advice of their 
bank. 

The fear that investments recom- 
mended by them may prove unsatisfac- 
tory to the buyer restrains many bank 
officials from giving advice of this char- 
acter. If the investments prove safe and 
profitable, they may or may not be 
thanked; but should the security decline 
in price or fail in dividends or interest, 
the banker is pretty sure to be blamed. 
He thus not only experiences the dis- 
comfort caused by an unpleasant state 
of mind on the part of dealers, but loses 
some of that reputation for sound finan- 
cial judgment supposed to be a high 
prerogative of banking. 

That bankers could foresee the severe 
and continuous decline in security values 
and protect their clients from its results 
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in all cases was hardly to be expected 
No doubt they might have been more 
conservative when prices were soaring, 
although at that time conservative coun’ 
sels usually fell on deaf ears. In some 
instances banks or their affiliates with 
securities to sell importuned prospective 
buyers to buy at prices that were highly 
speculative and inflated. It may not be 
said that in doing so they were actually 
dishonest. But they displayed exceed- 
ingly bad financial judgment, to say the 
least. 

It would seem to be the usual thing 
for the investor who lacks access to an 
established bond house to go to his bank 
for investment advice. Many banks 
have recognized this by establishing bond 
departments. But the bank that holds 
itself out as an authority on investments, 
or that sells securities to the public 
through a bond department, ought not 
only to adhere to the ethical standards 
which obtain in the leading bond and in- 
vestment houses, but should also be care- 
ful to see that its sources of information 
are complete and reliable and that the 
bank is qualified to discharge the respon- 
sible functions it has assumed. To tell 
people what to do with their money is 
a very serious matter. He who gives 
such advice should be free from any 
imputation of selfishness. There must 
be a higher motive than the desire to 
sell bonds. But the fact that a bank 
suggests the buying of securities held by 
its bond department or by the bank’s 
afhliate does not necessarily mean that 
selfish advice is being proffered. The 
fact that the securities have been ac- 
quired by the bank or its affiliate may 
indicate their soundness. 

A banker who could have picked out 
a list of securities that would have with- 
stood the present decline would be a 
financial wizard, and they are few in 
number and not a very dependable lot 
on the whole. It was to be expected 
that losses would be sustained by inves- 
tors in the face of what has happened in 
the past eighteen months, and it is not 
strange that bankers should have been 
mistaken in their appraisal of security 
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values. But before criticising the bank- 
ers for losses sustained by those to whom 
they have offered investment counsel, 
bring in the testimony of those who have 
avoided losses and have made profits by 
their banker’s advice. 


|S READERS CR GES A RMSE 
WILLIAM H. BUTT 


T is with great sorrow that THE 
if BANKERS MAGAZINE announces the 

death of William H. Butt, vice- 
president of The Bankers Publishing 
Company, and for twenty-eight years 
actively and successfully engaged in pro- 
moting the organization’s business in- 
terests. 

Mr. Butt’s death took place at his 
home in Scarsdale, N. Y., August 24, 
in his sixty-fifth year. His widow sur- 
vives him. 

He was a native of Monroe County, 
Mo., and his early life was passed in 
that state,, where he worked in various 
capacities, developing that self-reliance 
which was to become a prominent trait 
in his business career. At Kansas City 
he became associated with George W. 
Englehardt in the publication of commer- 
cial books, and continued in this work 
until the spring of 1903, when Mr. 
Englehardt purchased THE BANKERS 
MaGaZINE and organized The Bankers 
Publishing Company. Mr. Butt joined 
the company at that time, and remained 
continuously in its service until his death. 

Mr. Butt was a self-made man. He 
not only won an honorable and success- 
ful place in the business world, but by 
wide and careful reading had acquired a 
fund of information on many subjects. 
His personality was unique, and his 
energy boundless. In devotion to a 
friend none could surpass him. Exten- 
sive travel throughout various parts of 
this country and Canada -gave him a 
wide acquaintance and many friends 
among bankers. 

The loss sustained by his associates, 
both from a business and personal stand- 
point, is immeasurable. 





You Can’t Readjust Business With a 
Sledge-Hammer 


Careful Individual Planning, Not Factional Panaceas, Will Bring 
Back Prosperity 


By JoHN E. ROVENSKY 
Vice-Chairman of the Board, Bank of America, N. A., New York 


ALADJUSTMENT of our eco- 
M. nomic system has brought about 

a situation where, in the midst 
of plenty, we are suffering from hard- 
times and unemployment. The compli- 
cated economic machine which has 
helped us to overcome natural forces, 
and has made possible a high standard 
of living, is also responsible for the fact 
that with large unsold surpluses of prac- 
tically all the important necessities of 
life, there are many people without food, 
fuel or homes, and many more that are 
only inadequately supplied with these 
things. 

An inhabitant of some neighboring 
planet, for instance, Mars, if he were 
to land by means of the much-talked of 
tocket route in any important city of 
the United States, might well be amazed 
at the information forthcoming in re- 
sponse to his inquiries about our affairs. 

He is told that we are suffering from 
one of the most severe and widespread 
depressions in history and that condi- 
tions generally are very bad. The 
dialogue is about as follows: 


“There is widespread suffering—many 
men, women and children lack food, 
clothing; in many cases they have been 
evicted for non-payment of rent and are 
without shelter.” 

“Oh—that’s too bad. What is the 
cause of this suffering? Is there a short- 
age of food, clothing and housing?” 

“Oh no, quite the contrary. The chief 
cause of all our troubles is overproduc- 
tion—our crops are excessive. In spite 
of our government's efforts, we cannot 
prevent mountains of wheat piling up; 


our factories cannot dispose of all the 
articles they produce although they've 
reduced their operations in some cases 
as low as 40 per cent., and as to hous- 
ing, why that’s one of the major causes 
of the depression. We are grossly over- 
built and it looks as though the building 


Joun E. RovEeNsky 


trades will have little to do for a long 
time.” 

At this point we could hardly blame 
our friend from Mars if his brain stalled 
or if he doubted the sanity of his in- 
formant. 

“What—you tell me in one breath 
that you are blessed with an excessive 
supply of food, clothing and housing 
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and in the next that a part of your 
population is starving, is insufficiently 
clothed and housed? That's contradic- 
tory, impossible! Your trouble cannot 
be that you are experiencing at one and 
the same time both want and plenty.” 
We should then be compelled to ex- 
plain laboriously to him the intricacies 
of our economic machine—the complex 
processes of production, distribution and 
consumption and when we got through 
he would probably exclaim impatiently: 
“This whole trouble is highly artificial, 
you have no one to blame but yourselves. 
You have created an economic machine 
that is now out of mesh. The forces of 
nature are just as favorable as they ever 
were. All you need to do is to set your 


machine aright and all will be well.” 


Here the panacea proponents would 
leap forward and eagerly expound their 
theories. The agricultural panaceist 
would point to the wheels in the ma- 
chine that represent his field and claim 
that all we need to do is to have the 
government forcibly push them forward. 
He would ignore the fact that these 
wheels are meshed with others in the 
machine—all he can or wants to see is 
that his particular wheels need turning. 

The labor panaceist would likewise 
ignore the machine as a whole and ask 
that somebody, usually the government, 
push his wheels forward. Each fac- 
tional panaceist wants somebody to push 
forward forcibly his particular wheels 
and is quite impatient when told that 
any attempt in that direction simply puts 
the machine further out of adjustment. 

The suggestion of our friend from 
Mars sounds sensible and simple. It 
does seem that the economic machine is 
somewhat disarranged and all we need 
to do is readjust it and all will be well. 
But on closer investigation one sees that 
the proposition is not so simple as it 
seems. 


WHEN DEPRESSION WAS IMPOSSIBLE 


Let us go back a bit and see how we 
arrived where we are. Five hundred 
years ago a business depression was an 
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impossibility. Take England as an ex- 
ample. The “manorial system” was 
then in operation and had been for cen- 
turies. It was considered the God- 
ordained plan of society and looked as 
though it might remain in operation for- 
ever. The lord of the manor owned the 
land, and in return for use of a part of 
it the peasants, or villeins, were obliged 
to give him a part of their produce and 
in addition till, free of charge, such 
lands as the lord reserved for himself. 
The use of money was largely unneces- 
sary and practically unknown except 
among the nobles and in the towns. 
Commercial credit was unnecessary and 
therefore non-existent. The occupants 
of the manor, by working from sunrise 
to sunset and frequently doing home 
chores at night, produced practically 
everything they consumed and individual 
members exchanged between themselves 
surplus products by barter. The car: 
penter received wheat and other produce 
as his pay, and the cobbler and other 
artisans were likewise paid in kind. The 
villein, however, usually took care of, 
substantially, all his own requirements, 
and his outside needs were few. Indeed 
all his needs were pitifully small. He 
lived in a hovel with barely enough 
food to sustain life. His fare was crude, 
his clothing scant and coarse. It is diffi- 
cult for us to visualize the conditions 
under which he lived. Today we would 
consider his life one of extreme suffering 
and hardship, but he was happy and 
thanked God for what he deemed to be an 
era of great prosperity. Did he not have 
enough to eat? True, his table saw meat 
but few times a year and wheat bread 
was a delicacy, but he recalled periods 
of famine caused by crop failures when 
families were wiped out by actual starva- 
tion. Did he not have clothing on his 
back and a roof over his head? Was not 
his family comparatively safe from the 
ravages of war? His family was subject 
to the caprices of his overlord and his 
henchmen, but custom gave him a mea’ 
sure of protection against this. He heard 
tales of war times when soldiers, living 
on the land they pass through, take what 
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they want and destroy the rest while the 
poor peasant, hunted like a wild beast, 
must take to the hills and hide until the 
storm blows over. As compared with 
such conditions his manner of life seemed 
desirable. So, on the whole, our villein 
of medieval England feels prosperous 
and happy, while slaving all his waking 
hours for a bare subsistence. He calls it 
the Golden Age. 

In such a primitive society, financial 
panics and business depressions were 
impossible. The artificial (if I may term 
them such) economic troubles of today 
could not take place because there was 
no complicated economic machine to get 
out of order. The man with an ox cart 
cannot have carburetor trouble. Their 


289 


thoroughly repaired, but the world actu- 
ally has an excess of material goods. 
Verily, the economic machine de- 
veloped by man in the last few hundred 
years has most efficiently solved the 
natural problems of former ages. It has 
enabled man to raise his standards of 
living to a level that would have ex- 
ceeded the medieval man’s wildest 
dreams of plenty. He produces enough 
in a few hours a day to maintain this 
standard of living while the medieval 
man labored from sunrise to sunset to 
sustain a bare existence. The American 
day laborer today lives better than did 
the English squire a few centuries ago. 
For all this we must thank the invention 
of machinery, the system of specialized 


“Economists call our present system the capitalistic system. This 


is a misnomer. 


It grossly over-emphasizes the importance of the 


part played by capital in our present system. I should much prefer 
to call it the ‘individualistic’ system. This would properly dis- 


tinguish it from the socialistic, communistic, ete., and would also 
call attention to the fact that many of its defects are the results 


of its blessings.” 


troubles were often more acute than ours 
but they were due to the forces of 
nature or war. Bad crops caused 
famine, plagues caused suffering and 
death. Wars, foreign and domestic, laid 
waste the land. The sufferings from 
these causes were far greater and more 
frequent than ours—but the causes were 
natural, not man-made. 

Man has progressed in combating 
the natural forces. By the use of ma- 
chinery and scientific methods, famines 
have become practically unknown in our 
country. Medicine has advanced so that 
plagues, as the middle ages knew them, 
are impossible. Of the old causes of 
trouble, war alone remains and even 
there the productivity of mankind has 
been so multiplied by machinery that a 
few short years after the conclusion of 
the greatest war in history, not only has 
the physical damage of the conflict been 


mass production and the resultant eco- 
nomic system with its complex machin- 
ery of credit, finance, production and 
distribution. 


FROM MONARCHIES TO REPUBLICS 


Concurrently with the development 
of this economic machine came an 
equally important change in the forms 
of government. The absolute monarchies 
of the days of the manorial system have 
given way to republics and other forms 
of government allowing greater and 
greater liberties to the people. The 
villein, while not a slave, was absolutely 
tied to the soil. Without the consent of 
his lord he could not move away, he 
could not change his occupation—in 
fact, custom dictated practically every 
detail of his activities. Today a man is 
absolutely free to do as he pleases. If 
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he desires to raise potatoes he does so; 
if he desires to raise sheep, he does so; if 
he desires to be a plumber, he be- 
comes one. Each can pursue any line of 
endeavor that seems best to him. He can 
open mines, establish factories, develop 
water power. The only restriction upon 
his choice of field is the indirect pres- 
sure of the law of supply and demand, 
a control that is sometimes quite remote 
and not sufficiently pointed to produce 
prompt results. Furthermore, the ca- 
prices of consumers sometimes make the 
laws of supply and demand change quite 
suddenly. 

If our present economic system, that 
marvelous machine that overcame the 
ancient natural impediments to man’s 
prosperity, was governed by some master 
mind, some benevolent despot who had 
the capacity and ability to gauge and 
forecast accurately the ever-changing 
wants of the people and to direct un- 
erringly the forces of production and 
distribution to fill these wants, when and 
as they're wanted, the millennium would 
not be far off. But we have no such 
omniscient, all-wise director, and as we 
believe in the liberty of the individual 
we permit 120,000,000 people each to 
produce whatever he pleases, how he 
pleases, when he pleases and where he 
pleases—to buy and store or buy and 
consume, withdraw from store and post- 
pone buying anytime, anywhere, any- 
thing, in any quantity. It’s nothing 
short of marvelous that the system works 
as well as it does! And when you in- 
ject into the situation the element of 
human psychology, the tendency alter- 
nately to speculate and boom things, 
then to become panicky and depressed, 
we cannot blame the gentleman from 
Mars for doubting that the machine 
would stay balanced three months after 
it had been set aright. 

Have you ever watched an orchestra 
while it tunes up? Each instrument is 
carefully keyed in harmony with the 
others. Each musician takes his place in 
readiness to play his part at the proper 
time, and then the leader gives the signal. 
The entire orchestra co-ordinating as 


one man produces the desired result, a 
harmonious melody. Now imagine an 
orchestra of 120,000,000 people, each 
one privileged to play any sort of instru- 
ment he pleases, as loud as he pleases, 
when he pleases and any air that strikes 
his fancy; with no leader, no direction 
except the applause or hiss of the audi- 
ence, which response each player would 
explain to his own satisfaction, blame it 
on some other player or on the audience. 
Wouldn’t you wonder whether they'd 
ever become co-ordinated? 

Considering all this, the machine 
works wonderfully well. Even today 
when it is operating probably at its mini- 
mum efficiency only about 5,000,000 out 
of the 50,000,000 workmen in this coun- 
try are unemployed and while there is 
some suffering from actual want, the 
standard of living of the average Ameri- 
can worker and farmer is far ahead of 
the medieval man’s days of greatest 
prosperity. During the so-called “Golden 
Age” of England’s medieval prosperity, 
the standard of living of the average 
farmer and town laborer was so low that 
not even the unemployed of today, to 
say nothing of the employed, would 
tolerate it for an instant. 


PRESENT SYSTEM “INDIVIDUALISTIC”’ 


The economists call our present system 
the capitalistic system. That is a mis 
nomer. It grossly overemphasizes the 
importance of the part played by capital 
in our present system. I should much 
prefer to call it the “individualistic” sys- 
tem. This would properly distinguish 
it from the socialistic, communistic, etc. 
and would also call attention to the fact 
that many of its defects are the results of 
its blessings. Very few socialists and 
other “ists” realize that the cure of most 
of the defects of the individualistic sys 
tem could only be accomplished by the 
sacrifice of the blessings of individual 
liberty and that the remedy would be 
worse than the disease. Many “ists” 
are like the child that wants to kill the 
fly that has alighted on her sleeping 
daddy’s head by hitting it with a 
hammer. 
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Under our individualistic system each 
one is free to select his line of endeavor, 
to experiment with his ideas, back them 
with the fruits of his labors, take the 
rewards of his toil in any form he pre- 
fers and consume them or refrain from 
consuming them or venturing them in 
some new venture. In fact he may pur- 
sue his career in accordance with his 
own fancy so long as he does not tres- 
pass upon the rights of his neighbor to 
do likewise. 

Progress under the individualistic 
system naturally is rapid. Méillions of 
minds, eager for the direct reward, free 
to experiment with machines, methods, 
measures and men are constantly seeking 


‘pose of this discussion. 


crash of 1929, would suffice for the pur- 
It is difficult to 
overestimate the widespread results of 
that craze, the greatest in the world’s 
history, when millionaire and miner, 
minister and miser, mistress and maid, 
all went mad in their desire to acquire 
quickly unearned fortunes. They pyra- 
mided security and real estate prices to 
dizzy heights. They eagerly bought 
things of which they knew nothing. As 
they eagerly swapped vests in a spiral of 
rising quotations, all felt rich and con- 
sequently liberal. Money was appar- 
ently easy to make, and as in every such 
period of easy come and easy go, free 
spending was the order of the day. We 


“T believe that our troubles are predominantly domestic, and 
of our own making. You cannot blow up a bubble to the size of 
that of 1929 and expect its bursting to have any other effect than 
the disruption of business and the resultant depression through 
which we are now passing. The farmers’ troubles antedated the 


crash of 1929 and were aggravated by it, thus adding to our 
troubles.” 


improvements. No bureaucratic body, 
even granting that it could be honest, 
impartial and efficient, could ever pro- 
duce the results achieved by individual- 
ism free of any bureaucratic restriction. 

Having acknowledged the wonderful 
results attained by our present indi- 
vidualistic system and admitting that 
even today its results are a great im- 
provement over the best days of the 
past, let us examine what has recently 
caused the machine to slow up, and 
what can be done about it. 

Describing fully the ailments of such 
a complicated machine would require 
far more space than is at my disposal. I 
shall therefore confine myself to a few 
of the major causes, and my failure to 
mention others must not be construed as 
a denial of their existence but rather as 
an indication of their lesser importance. 

One cause alone, the speculative craze 
that culminated in the stock market 


must go back to the South Sea Bubble 
of 1720 in England to find conditions 
at all comparable. 

The crash resulted not only in the 
wiping out of paper profits but in many 
cases of actual savings as well, and 
caused a feeling of poverty that ended 
the days of free spending. Even people 
who really had not suffered directly from 
the crash were influenced by the general 
wave of non-buying, and curtailed their 
expenditures. 

The curtailment of buying was rapidly 
communicated to the manufacturing and 
business classes. They in turn reduced 
expenses, discharged employes or put 
them on part time, refrained from 
making needed alterations and even re- 
pairs, etc. This through direct and in- 
direct channels reacted upon the volume 
of sales. Thus we see the forces of de- 
pression act and react back and forth. 
The movement might be described as a 








spiral downward. Prices were forced 
down, causing commercial losses and a 
further impetus was given to the down- 
ward movement. 

Conditions abroad went through a 
very similar process, aggravated by 
political and international complications 
too involved to be described here. These 
also reacted upon our situation, although 
I am inclined to believe that their effect 
upon our affairs has been grossly over- 
estimated. I believe that our troubles 
are predominantly domestic, and of our 
own making. You cannot blow up a 
bubble of the size of that of 1929 and 
expect its bursting to have any other 
effect than the disruption of business 
and the resultant depression through 
which we are now passing. The farmers’ 
troubles antedated the crash of 1929 and 
were aggravated by it, thus adding to 
our troubles. 

It would seem that we need but re- 
verse these shriveling processes and pros 
perity must come. The forces of nature 
are all here, just as favorable to our 
prosperity as they ever were. We have 
the material goods—the machines, the 
land, minerals and men with which to 
produce everything we need to satisfy 
fully our wants. Then why do we 
hesitate so long? We all realize that 
conditions are bound to get back to 
normal sooner or later. Why don't 
we do something to hasten the day? 

The answer is that premature actions 
taken by an individual in times such as 
these are heavily penalized. We all 
know that someone must make a start, 
but we prefer the other fellow to do it. 
We know that someone must be first 
“over the top” but we also know that 
those in the front ranks are most likely 
to be shot down. If a merchant or 
manufacturer has the temerity to put 
on an advertising and sales campaign 
too far ahead of the turn in the times, 
he spends his money and gets inadequate 
results. Likewise other efforts that are 
too far ahead of the current trend are 
likely to have disappointing results. 

It is all a very complicated business 
that few take the trouble to analyze 
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thoroughly, least of all our friends, the 
panacea promoters 


THE FACTIONAL PANACEISTS 


There is the silver panaceist. Increase 
the coinage of silver and you stimulate 


business, says he. He points to China ‘ 


and other silver using. countries and, 
curiously enough, from their plight 
draws the conclusion that silver ought 
to be used more as a money medicine. 
His ideas are but a variation of the age- 
old money-inflation quack cure, but he 
either cannot or doesn’t want to see that. 
He wants the price of silver boosted, for 
his own or his friends’ benefit, and the 
depression presents an excellent oppor’ 
tunity for his befuddled arguments. 

There were the soldiers’ bonus pana- 
ceists. Pay several hundred millions of 
the public’s money to the veterans, that 
will increase sales, etc., etc. We have 
paid the millions but the effect on busi- 
ness was not discernible. 

Then there is a miscellaneous lot of 
special interest panaceists each of whom 
would like to cure the situation simply 
by dipping into the public treasury and 
applying the money directly to his hobby. 
One wants to take a billion or two of 
public money and spend it on various 
public works. Another wants to buy up 
wheat and other products at a “fair 
price” (of course above its unsupported 
market price) and thus “increase the 
farmers’ buying power.” 

All these panaceas are makeshifts and 
in most cases overlook the probable 
after-effects. You cannot readjust the 
delicate and complicated mechanism of 
the individualistic system by banging 
away with a sledge hammer at one of 
its parts. 

What, then, is the way out? I'm 
afraid that I have no specific remedy to 
offer. I believe the way we came in is 
the way we'll get out. The workings of 
human psychology caused a curtailment 
of buying and the same workings will 
inevitably turn around again and re 
vive it. 

The higher the standard of living, the 
greater the flexibility of the public's 
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wants. The peasant of the middle ages 
living, even in times of what he con- 
sidered prosperity, on the bare edge of 
mere existence, could curtail his wants 
but little in times of famine. In a coun- 
try with a high standard of living such 
as we have here, the public can and does 
curtail its wants to a tremendous extent 
in times of depression. Even the lowest 
workman can curtail his wants by a large 
percentage, while the wealthier classes 
can easily slash theirs in two. This 
swing in the demand of the public con- 
tributes much to the difference between 
slow business and prosperous times. 
From the feverish over-consumption of 
1929 we swing to the under-consumption 
of 1931. A change in sentiment alone 
would make a tremendous difference in 
the volume of business in this country. 

We must bear in mind that we are 
fortunate to live in a land of most 


wonderful natural resources, that by 
machinery we have developed these re- 
sources to an extent never equalled in 
history, and that this land is peopled 


with a nation possessed of a high degree 
of intelligence and ability. The natural 
condition of such a country is prosperity. 
Any other condition is unnatural and 
therefore temporary. 


THROUGH THE BOTTOM OF THE VALLEY 


We have been travelling for the last 
six months through the bottom of the 
valley of this depression. The bottom 
has had some rises and some declines but 
the change in the average level has been 
small. It 1s not excessive optimism to 
expect that the end is in sight and that 


we may find ourselves on the upgrade 
some time this fall. President Hoover's 
recently accepted proposal to postpone 
European war debts for one year is ex- 
cellent. It will do much to alleviate 
political and social stress abroad and 
thus remove one of the obstacles that 
have stood in the way of returning pros- 
perity. It has substantial merit and its 
psychological effect both here and abroad 
is immense. 

Let us not allow our hopes to run 
away with us, however. I do not be- 
lieve a sudden return of pronounced 
business activity is probable. When the 
upturn does come it is not likely to be 
abrupt or free from periodic recessions. 
The ailment of the past two years was 
too serious to be quickly overcome. It 
is far more likely that the recovery will 
be slow, halting and at times even back- 
sliding. But the expectation that a 
genuine, lasting improvement in general 
business, however slight, will come be- 
fore the end of the year, would seem to 
be justified by present indications. 

To help bring this about, I don’t be- 
lieve any of the offered panaceas would 
be useful—quite the contrary, they 
would be disturbing and harmful. The 
only plan that I urge upon you is that 
having become unreasoning optimists in 
1929, you do not permit yourselves to 
become unreasoning pessimists in 1931. 
Take stock of your country, look back 
over its wonderful record, and then in a 
cool, calm, rational manner proceed in 
an orderly way with your business. And 


when you all do that, prosperity will be 
here. 





What Does the Comptroller Do? 


While Basically an Accountant, the Comptroller’s Duties Cover 
a Wide Field of Activity 


By A. A. 


DENISON 


Comptroller, The Cleveland Trust Co., Cleveland, Ohio 


call him the production manager, the 
efiiciency expert, the time study or 
trafic man. 

In banking, the individual who per- 
forms all or a part of these duties would 
be called the comptroller. 

Some might even call the comptroller’s 
office the research department in these 
days of scientific delving into ways and 
means of producing a good product at 
minimum cost. (This should be dis- 


[‘ industry and commerce they might 


tinguished from the bank’s research and 
economics department which has to do 
with general business trends and condi- 
tions.) 

There has always been a confusion, 


even in the minds of bank employes 
themselves, as to the titles “auditor— 
treasurer—accountant.” Some banks 
have all three—usually big banks. Some- 
times the duties are consolidated in the 
same officer—usually in smaller banks. 
In addition there is the comptroller— 
mostly in the larger banks. 

Generally speaking: 

The auditor checks individual trans- 
actions to see that they are technically 
and literally correct; 

The treasurer is the disburser of funds 
turned over to him for that purpose; 

The accountant, in the most limited 
sense, checks bills and sees that they are 
paid; 

The comptroller is basically an ac- 
countant, checking transactions of in- 
come and expense from a control stand- 
point and in the course of these opera- 
tions his duties have wide ramifications. 

There may be some duplication in 
some of these positions but the tendency 
among large corporations is to regard 
them as dove-tailing and co-ordinating. 

A bank, like a retailer, makes a large 
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part of its profit on frequency of turn- 
over. Small business is doomed if it is 
not well financed. The banks in the 
commercial field offer short-time credit 
which the manufacturer turns into goods 
to be sold at a profit from which to pay 
back the loan. He cannot put the bor- 
rowed funds into fixed assets or machin- 
ery. These must come out of earnings 
or the issuance of bonds or stock. 

In depressed times, however, when 
commercial loans are renewed or reduced 
rather than paid in full, the turnover is 
not so fast. 

The country or correspondent banks 
are adding to the gravity of the situation 
by throwing their investment burdens on 
their city correspondents. The former 
are asking for interest rates somewhat 
higher than the city bank itself can afford 
to pay in view of the limited number of 
safe investment channels plus the cost of 
handling this business. 


A CLOSE EYE ON OPERATING COSTS 


And when time investments yield less 
than the interest rate paid to depositors, 
banks, like the merchant, must watch op- 
erating costs and scrutinize expenses 
closely, investing shrewdly in a large 
volume of small-profit securities. 

Again, the more specialized depart: 
ments such as trust and investment (as 
in the department store) must take up 
the burden and make up for the slack- 
ened earnings in the savings, commercial, 
real estate loan and other departments. 

The present depression is not exactly 
like previous ones. In the past, if in 
dustry was distressed, real estate was 
usually normal, thus giving the bank at 
least one safe investment channel. Sim- 
ilarly, in the past, if real estate was de’ 
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pressed, general business was fair. In 
the present instance, everything is in a 
slump and the banker seems stymied at 
every turn. 

Consequently, there is an urgent ne- 
cessity for greater scrutiny of systems 
and possible savings in the absence of 
safe avenues that will yield a fair profit 
in the investment of the money which 
the banker has lying idle on his shelf. 

In our bank the duties and respon- 
sibilities of the comptroller are two-fold: 

1. Control of the accounting prac- 
tice in connection with the bank’s own 
costs, and 

2. Suggesting short-cuts and econ- 
omies in the operation of the bank’s ser- 
vices to customers. 

The comptroller is concerned with in- 
come sources as well as expense items for 
the current period as well as in com- 
parison with previous months and years. 
Unlike the auditor he is not primarily 
concerned with individual items but 
rather the details of income and expense 
by departments and for the institution as 
a whole, both as to rates and amounts 
this year and for previous ones. 

It is his function to have this data 
available for the use of executive officers. 
In this connection he becomes a co- 
ordinating officer and often assumes 
duties which cannot easily be classified 
or readily assigned. 

In connection with the bank’s own ex- 
penses, the comptroller’s office with the 
co-operation of individual departments, 
sets up operating budgets for those de- 
partments, checks the expenses incurred 
by them, oversees their payment and 
makes monthly reports showing the 
status of the various departmental ex- 
penses in relation to the budget allotted. 


DETERMINING BUDGETS 


These budgets are determined on the 
basis of previous experience, current 
conditions and future expectancy. The 
burden of justification, if a department 
exceeds its appropriation, is upon the de- 


partment in question. For while these 
budgets are only estimates, the assump- 
tion is that an efficient division will 
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strive to save money over and above its 
allotment. Unexpected expenditures 
which seem wise are provided by special 
additional appropriations approved by 
the bank’s executive committee. 

The comptroller furnishes a monthly 
report (covering all departments) to 
each department head which shows his 
expenditure status by months and to date 
with relation to his budget. Some de- 
partments whose bills are sometimes con- 
centrated in the early months of the 
year or at other times are granted a 
“weighted” budget which takes account 
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of the heavier run of expenses at cer- 
tain times. This is the case with the 
publicity department which often or- 
ders the year’s supply of blotters, etc., 
in January or February. Other divisions 
whose expenses are simply salaries, rent 
and normal overhead are budgeted on 
an even twelve-month basis. . 

It is interesting to note how promptly 
department heads immediately pounce 
upon “red” or excess figures in the 
monthly reports and hasten to the comp- 
troller’s office to justify or explain away 
their excess expenditures. 

Usually there is a good reason for the 
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overage but the effort for vindication as 
against an arbitrary and estimated bud- 
get figure has good psychological value 
and makes for careful scrutiny of costs. 
The comptroller supervises the activi- 
ties of the expense department which 
actually issues the checks (signed by the 
treasurer's department) in payment of 
invoices that have been certified and ap- 
proved for payment both by the pur- 
chasing department and the department 
for whom the material was ordered. 


THE COURSE OF A BILL 


Let’s follow the course of a bill in its 
travels from the time it enters the bank. 

The purchase has previously been ap- 
proved by the expense committee on the 
basis of estimates secured by the pur- 
chasing department. The latter checks 
the bill for price after it has been sent 
to the department for o. k. as to receipt 
of the goods. 

And here we have a procedure which 
is not usual in most banks. Upon return 
of the bill (in sufficient time to allow 
for taking of discounts) the comptroller’s 
office immediately sets the item up as an 
account payable and the check in pay- 
ment is sent. Many banks do not follow 
this practice until the bill is actually paid. 
Our method immediately sets up an out- 
standing liability, and thus avoids the 
paying of the bill twice as sometimes 
happened under a former method. 

In addition to being a member of the 
expense and purchasing committees, the 
comptroller is represented on the bank’s 
eficiency committee which constantly 
studies methods and systems for per- 
forming all sorts of banking operations 
with minimum time, effort and expense. 
One thing it does in this connection is to 
enlist the aid of employes by means of 
prizes for time or money-saving sugges- 
tions. A notice soliciting such ideas is 
frequently inserted in the bank’s house 
organ, the Cleveland Trust Monthly. 
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Due recognition is given prize winners 
and their pictures and descriptions of 
their winning suggestions are printed as 
an inspiration to others. Many con- 
solidations of forms used have resulted 
from such suggestions. For instance, 
the comptroller is represented on a special 
committee which considers all banking 
forms due for reprinting. Thus many 
forms are simplified, eliminated or com- 
bined. As another example a saving of 
approximately $800 a year followed the 
suggestion that slightly smaller photo- 
static copies of official records be made, 
thus saving print paper. 


ECONOMIES IN SERVICES TO CUSTOMERS 


Now in connection with efficiency 
methods making for economies in the 
furnishing of services to customers, the 
comptroller analyzes the cost of doing 
business and invites suggestions or makes 
them himself as to ways of insuring that 
the business is handled at a profit. The 
question of profitable balances and activ- 
itv, service charges, minimum rates to be 
paid on savings deposits, all may be the 
subjects of recommendations for more 
economical administration. 

The first step in this direction is to 
tighten control methods after determin- 
ing the cost of handling various kinds of 
business for customers—not in individual 
accounts but in groups or totals. 

While most big banks are largely 
mechanized in savings and commercial 
departments, the greatest savings have 
been in the substitution of machine- 
posted ledgers for those posted by hand 
in other divisions, thus reducing the pos- 
sibility of human error, increasing ef_i- 
ciency and speed and providing a better 
record. 

This move also allows the department 
involved to expand and handle an in- 
creased volume of business without ma- 
terial increase in its overhead and pay’ 
roll. 





There Is No Substitute for Sound 


Management 


A New Concept of Bank Management Is Needed with Definite 
Improvement in Banking Methods and Practices 


By Craic B. HAazLEwoop 
Vice-President First National Bank of Chicago 


the history of American business for 
great constructive measures to spring 
out of great difficulties. 

Beset on every side with perplexing 
problems, men are compelled to resort to 
that constructive thinking which un- 
ravels intricate problems and determines 
the direction of progress. Under the 
stress of business hardship, men turn 
with open minds and with a new in- 
tellectual frankness to evaluate their 
business procedure. Every operation 
must justify itself. Every method must 
prove its merit. Nothing is accepted 
upon authority. If it be true, as some- 
one has said, that “None too many men 
in any age really mount to thinkers’ 
thrones,” it is also true that the most in- 
telligent thinking and the most construc- 
tive measures invariably grow out of the 
most trying times. 

As we survey the years from 1920 to 
1931, we find that our banking machin- 
ery has been undergoing an exceedingly 
severe test. The postwar period of de- 
flation, and the depression of 1930, 
which swept through the manufacturing, 
mercantile, and agricultural interests of 
the country, have by no means left the 
banking business untouched. 

Six to seven thousand bank failures in 
a decade, with over 1,300 in 1930, have 
not only brought with them some major 
banking problems but, unfortunately, 
have generally kept our banking system 
constantly in the public eye. 

I wonder how many have had the op- 
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portunity of looking at the actual posi- 
tion of some of the banks that have failed 
in the past several years, have had a 
chance to “go behind the scenes,” so to 
speak. I have looked over the affairs of 
a good many “sick” banks and of some 
of those which have expired. The story 
varies in detail, but not in the principal 
characteristics. Over and over again 
there is unmistakable evidence of bad 
judgment and careless methods, of a poor 
conception of what bank assets should 
be, of an unreasonable zeal to “take 
care” of the depositor, to grant favors to 
someone who controls business, to loan 
too much to favored interests, to grant 
credit on a “good fellow” basis, to loan 
on the theory that somebody is “good,” 
without substantiating facts being in 
hand. 


THE RESULTS OF UNTRAINED SECURITY 
BUYING 


We find also, as the result of un- 
trained security buying, a tendency to 
purchase for a rate, with insufficient 
analysis of the credit involved and with 
little attention to marketability. We 
find security portfolios containing enor- 
mous market-wise losses on bonds, prin- 
cipally those of long maturity. Too 
often we find too large a proportion of 
farm mortgages or city real estate mort- 
gages, or commercial loans based on 
mortgages. Then there are the loans to 
people who have mortgaged their prop- 
erty to others and who make up a state- 
ment showing equities, some of which 
are real, no doubt, but some of which 
are very difficult to realize on. Fre- 
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quently, we find loans on second or third 
mortgages, and on non-income property. 
In many cases loans are made on special 
types of buildings which would be difh- 
cult to dispose of. Similarly, we find a 
number of loans on collateral with little 
or no marketability, and frequently on 
stock in the borrower's own corporation, 
which may add nothing to the note be- 
cause if the borrower himself fails it is 
probable that his company may also be 
involved. 

Then we find, in cases where banks 
have sold mortgages, that the bank itself 
has frequently advanced principal or in- 
terest rather than advise the purchasers 
of default. Oftentimes, such advances 
have amounted to large sums.  Fre- 
quently defaulted mortgages are pur- 
chased by banks and these ripen into 
foreclosures, master’s certificates, and 
other real estate. Loans are sometimes 
made on contracts for services to be per- 
formed and on a pledge of fees, or com- 
missions or other income not yet earned. 
We find collateral loans under-margined, 


or perhaps only partially margined, 
where bankers let the customer slip out 
of the proper position through lack of 
vigilance. 


LIQUIDITY AND FAILURE NOT FOUND 
TOGETHER 


Some or all of these conditions are to 
be found in every failed bank. Here is 
a significant thing: In almost every case, 
besides losses, or incipient losses, you 
will find lack of liquidity in the 
bank’s position, and not nearly enough 
assets which are realizable on short no- 
tice. In fact, it is a safe generalization to 
say that no bank has failed which has 
had 50 per cent. of its liabilities in 
primary and secondary reserves. Liquidity 
and failure are not to be found in the 
same bank. Almost invariably, a good 
bank is liquid and possesses flexibility in 
its position, while a poor bank is over- 
loaned and partially frozen. Many bank- 
ers have lost, or apparently have never 
had, the fundamental concept that de- 
posits are liabilities to be paid if called 
upon, that assets are to be used to meet 


these liabilities and must be collectible 
and on reasonably short notice. The 
term “capital loans” does not seem to be 
fully understood. Some bankers seem 
to delegate infallibility to themselves in 
choosing investments that are permanent 
to offset liabilities that are payable on 
demand. It is a curious twist of logic 
that the officials of some banks which 
have closed explain the matter by saying 
that their assets were frozen and seem to 
expect the public to accept this as a 
justifiable and sufficient excuse. It is 
perfectly true that any bank under pres- 
ent conditions will have some slow assets, 
but if the total of these slow assets is 
more than the capital funds invested in 
the business by the stockholders, and in- 
cludes part of the depositors’ money, 
then something has been wrong with the 
conduct of the bank in the past. It is 
possible to operate a sound bank in any 
town or city or state in the United States 
where there are deposits in sufficient vol- 
ume to support it—competitive condi- 
tions, or economic conditions, or any- 
thing short of local disaster to the con- 
trary notwithstanding. 

There is no substitute for manage’ 
ment. Under our unit system of banking 
there exists the absolute option of run: 
ning a good bank or a poor one. With 
the absolute freedom of action that pre- 
vails in America, a banker may chart 
his own course; he may justify conf 
dence, or pervert his trust just exactly 
as he chooses to do. He is a free agent. 
There must be a changed course, a new 
conception of what constitutes good bank 
management, some definite improvement 
in the methods and practices of thou 
sands of banks in this country. We 
have had far too much unthinking, 
untrained, unscientific, happy-go-lucky 
banking methods. We have had too 
many amateurs in the banking business. 
It is a business which can easily be con- 
ducted properly; and yet it is a business 
which can also easily be operated im 
properly. We have been spoiled and 
coddled by being told that we were the 
leaders of the community and that what 
the banker said and thought was law 
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and gospel. We need a new conception 
of values and new judgment as to what 
is absolutely sound and proper. We 
have frequently gone along in an opti- 
mistic and blind way to the point where 
the results of our mistakes are forced 
upon our consciousness. We have been 
brought face to face with disaster and 
losses and we are now becoming aroused 
to the need of radical change after dam- 
age to a material extent has been done. 
It is well, even so, that the lessons are 
coming home to us, that the consequences 
of cause and effect in banking methods 
are being forced upon our consciousness, 
that we are attacking the problem with 
vigor and determination, and that we 
mean to secure reforms from within 
that will make the banking business what 
it should be, a business scientifically 
managed, with the lowest possible ratio 
of human error, with strength, confi- 
dence and prestige attached to it as in- 
separable and inevitable characteristics. 


PROBLEM OF FAILURES DEMANDS ANSWER 


We are being pressed for an answer 


to the problem of bank failures. There 
is no escape from our responsibility to 
furnish that answer. We are supposed 
to be technical masters of our craft. If 
all of us will think straight and act upon 
our own judgment, we can accomplish 
almost the total elimination of bank fail- 
ures. As a matter of fact, there is no 
real excuse, barring war or Acts of God, 
for a bank to fail. Human nature being 
as it is, mistakes will always occur, but 
if the right principles are employed, the 
number of mistakes can be reduced to 
the point where very few if any banks 
become insolvent. The solution lies ab- 
solutely and entirely in the care and 
judgment used in running our banks— 
in other words in the management. 

The success of management is aided 
by wise laws placed upon our statute 
books, but is not guaranteed by them. 
The success of management is aided by 
close supervision by examining authori- 
ties, but such supervision cannot assure 
success. The success of management 
may be materially aided by the advice of 
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correspondent banks, or by the expert 
aid afforded by a group banking system; 
but group banking alone does not guar- 
antee success if the aims and purposes 
of the group itself are not of high cali- 
ber and its management is not skilled 
and intelligent. The success of manage- 
ment may be aided by a limited and local 
form of branch banking, but there is no 
guarantee that a bank in Detroit can 
operate a branch in St. Joe to advantage 
or can have any real knowledge of the 
local conditions or the local customers at 
distant points. In other words, regard- 
less of the system of banking, sound 
management is the one indispensable 
factor. 


SOUND MANAGEMENT IMPERATIVE 


Let us frankly face the facts. Scien- 
tific bank management is no longer a 
thing merely to be hoped for; it is im- 
perative to survival. Stated simply but 
candidly, the management of every bank, 
regardless of whether it is chain, branch, 
group or unit, is today confronted with 
the necessity of practicing scientific man’ 
agement or facing certain elimination. 
There are no other alternatives. 

Unless I am far afield in my judgment, 
we have, fortunately, now begun to 
recognize the situation. As a result, 
there is emerging today a definite and 
determined movement in the direction 
of scientific management in American 
banking. And it is my opinion that it 
is the most significant and outstanding 
development of recent years in our bank- 
ing system. Its objective is the introduc- 
tion or extension of sound and profitable 
management methods in every bank, re- 
gardless of its size or location. The only 
effective weapon by which this objective 
can be achieved, and by which misman- 
agement and unintelligent operation can 
be eliminated, is the widespread dis- 
semination of fundamental management 
knowledge to every banker in every bank. 

Beginning only two years ago in Chi- 
cago, with the first conference ever dedi- 
cated solely to a discussion of the funda- 
mentals of management, there has been 
held a succession of meetings and dis- 
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cussions over the nation on the impor- 
tant subject of management. County 
bankers’ and directors’ associations, group 
and state meetings, have all been caught 
in the sweep of this movement. 

The outgrowth of this movement 
promises to be a renaissance in bank 
management. Thousands of successful 
bankers have taken part in the discus- 
sions, and have contributed their think- 
ing to the subject. A new literature on 
the management of banks has also de- 
veloped, enabling every banker to keep 
abreast of current developments in this 
field. May I add, if there are any bank- 
ers who have felt themselves outside the 
scope of basic principles of management 
that have been enunciated, they must 
come to terms at last with these sound 
management practices in order to insure 
their banks’ survival. 


THE UNPARDONABLE SIN 


The unpardonable sin of the banking 
business has been the sin of accepting 


the stewardship of a community's funds, 
of offering a bank as a trustee for the 
earnings and savings of men and women, 
and then not having a sound and con- 
servative program, or any program, for 
the investment of those funds. 

The keystone of a conservative pro- 
gram for the investment of a bank’s 
funds is a sound policy with respect to 
local loans. So much has been said on 
the folly of unwise expansion of local 
loans which eventually wreck banks and 
cause large losses to depositors and stock- 
holders, that any remarks on the subject 
seem superfluous. And yet probably 
more banks have paid the penalty of 
shortsightedness in this direction than 
from any other single cause of banking 
disaster. When face to face with the 
pressure of local interests, the influence 
of business friendships and the lure of 
high interest rates, too many bankers 
have parted company with good judg- 
ment and sound banking practice. The 
intelligent conversion of a bank’s funds 
into safe and liquid earning assets is the 
most vital phase of management. To 
take proper care of the banking needs of 


the community to maintain a liquid and 
safe bank, and to earn an adequate net 
income, are tasks that require ability, 
intelligence and, not infrequently, back- 


bone. 


FUNDAMENTAL PRINCIPLES 


The fundamental principles to observe 
in building a sound local loan program, 
as they have been enunciated in the last 
few years by many successful bankers, 
are as follows: 


1. A properly proportioned program of 
local loans, secondary reserves and invest- 
ments based on an analysis and classification 
of the deposits. 

. No excess loans, capital loans or loans 
based on untried and highly speculative en- 
terprises, second mortgages or accounts re- 
ceivable. 

3. Financial statements on unsecured 
loans and proper collateral for secured loans. 

4. Annual liquidation. 

5. Analysis of losses to reduce this item 
to the minimum. 

6. Maintain adequate credit files so loan 
making may be based on facts. 

A loan committee to review all large 
loans. 

8. Limit the credit lines single officers 
may grant. 

9. <A systematic follow-up for all loans. 

10. Compensating balances. 

11. Diversification in the size of local 
loans to avoid placing the bank's funds in a 
large number of small unprofitable loans, or 
in a small number of exceedingly large loans. 

12. Diversification of loans as to security 
and types of business. 


If we could build a local loan program 
on such a foundation, with liquidity, 
safety and income properly considered, 
the stage would be set for a new measure 
of banking progress in the next decade. 

Paraphrasing the familiar statement, it 
might be said that eternal vigilance is the 
price of good bank management. A bank 
may apparently be in excellent condi- 
tion, as shown by its statement. The 
assets may be correctly proportioned. 
And yet the bank fails to earn adequate 
profits because of heavy losses which 
have been allowed to creep in as the re’ 
sult of poor quality loans and invest’ 
ments. 

Analysis of a number of banks in six 
states reveals that after paying expenses, 
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about 25 per cent. of every dollar re- 
mains aS net income to take care of 
losses, dividends and additions to un- 


divided profits. This amount might be 
satisfactory if it were not for the fact 
that losses consume over 60 per cent. of 
this net operating profit, and in one state 
almost 100 per cent. If the one item of 
losses in those states could have been re- 
duced one-half, it would have added 75 
per cent. to the net income of the banks. 
A sound and conservative conversion 
program is the first step in the reduction 
of losses. In 1930 the net losses of na- 
tional banks—and the same figures pre- 
sumably hold true for state banks— 
were approximately three-fourths of the 
amount added to undivided profits. 


CONCLUSION 


In conclusion, let me suggest that it is 
in no sense a solution of our present 
problems simply to preach loyalty to 
things as they are. What is required is 
prompt action by bankers in the intro- 
duction of better management methods. 

In this connection I should like to re- 
peat what I have on a previous occasion 
discussed at more length, on the subject 
of the establishment of branch banks. 
I believe that in the future the successful 
independent bank must have larger cap- 
ital funds and a larger volume of de- 
posits than the numerous small banks 
which have been chartered in the last 
decade in communities too small to sup- 
port them. I believe, also, that it is bet- 
ter in very small communities, and out- 
lying sections of cities, to operate 
branches of strong banks located in 
nearby cities, rather than to conduct in- 
dependent banks on an unprofitable and 
unsound basis. I firmly believe local 
branch banking with strong banks op- 
erating branches, generally within coun- 
ties, has many advantages to commend 
it. It should be limited to those areas 
within which a banker has a first-hand 
knowledge of the people, the concerns, 
and the trade conditions of the territory. 
Within these limits, I believe we may 
lend our support and sponsorship to the 
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definite economic trend toward local 
branch banking. 

It is time that we took our latitude and 
longitude in relation to the general bank- 
ing situation. As we survey the thou- 
sands of failures, the trend to rising ex- 
pense ratios and narrowing profit mar- 
gins, we ought to ask ourselves some 
frank questions. Shall we surrender our 
banks to those conditions, or shall we, in 
active co-operation with our competitors, 
control them? Shall we master the situa- 
tion, or be mastered by it? Shall the 
solution of these manifold problems be 
assumed by those outside the banking 
business, or shall they be solved in the 
inner councils of the profession itself? 

These are not theories, but realities 
that confront us. The profits of banks, 
their solvency, the welfare of communi- 
ties and the reputation of the banking 
profession itself are at stake. Can any 
intelligent banker, regardless of the 
position of his bank, remain indifferent 
to the situation? Witnessing the sus- 
pension of unsoundly operated banks in 
some communities, and the unjustified 
withdrawal of deposits from  well- 
managed banks because of loss of public 
confidence, can he still maintain honestly 
that the situation is of no concern to 
him? 

These are the issues. 
problems. 


These are the 
They demand three things: 


First, active co-operation with our com- 
petitors to promote the widespread dis- 
semination of sound management knowledge. 

Second, the strict observance of scientific 
management principles by every banker in 
the operation of his bank, whether it be 
chain, group, branch or unit. 

Third, a banking leadership that will meet 


its present problems courageously and 
frankly. 


Let us co-operate, then, to make the 
banking business the most outstanding 
of all businesses in its management. Let 
us make it secure in that leadership in 
our economic and business life to which 
its responsibilities assuredly entitle it. 
That is the opportunity. Shall we let it 
merely slip by and risk the consequences, 
or shall we act definitely, courageously, 
intelligently? 





The Bank in the Local News 


By Acquainting Reporters with Bank Routine, the Institution 
Makes Its Services Familiar to Public Through 
Interesting News Stories 


By T. J. MALONE 


run” of his newspaper in a certain 

middle west metropolis, was di- 
rected to interview one of the leading 
bankers of the city and to stress the per- 
sonal element in what he wrote. The 
account the reporter turned in—he 
meant to quit his job anyhow—began 
thus: 


“Jason G. Hardtack, president of the 
Dairy Belt National Bank, believes that 
better times are in store for this region 
and looks for a rise in butterfat prices 
within a few weeks. 

“Mr. Hardtack, asked to talk about 
the business outlook, had barely begun 
to comply when he was interrupted by a 
telephone call. Taking up the hand-set, 
he engaged in a conversation in which 
he did most of the listening and in 
which his speech was limited to a series 
of blunt and unqualified ‘No’s.’ 

“As he listened, with his free hand he 
did what so many men do when disin- 
terested in or bored by the engagement 
of the moment. On a desk pad he traced 
with a pencil a succession of designs, or 
the same design repeated a dozen or 
more times. 

“Psychologists say that a person so oc- 
cupied unconsciously suggests by the de- 
sign he favors the kind of man he is and 
his dominant trait. Some men sketch 
hearts, some clover-leaves, some triangles, 
some golf sticks, some top-hats, some 
spearheads. Mr. Hardtack’s design was 
a neat circle the size of a quarter and 
in the center a tiny square. 

“Mr. Hardtack was drawing grind- 
stones.” 


A REPORTER assigned to “the bank 


The interview as it appeared in print 
lacked the grindstone episode. It may 
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be like indiscretions, not always deleted 
before publication, that have helped to 
deter bankers from availing themselves 
to greater extent of the benefits from a 
closer co-operation with their local news- 
papers in the furnishing of bank news. 
Yet the ever-increasing importance of 
banks in community and regional life 
suggests the desirability of a better un- 
derstanding by the public of the nature 
of banking and of the place of banks in 
the economic body. 

As a former newspaper man with 
some experience in “doing” or “cover- 
ing” the bank run, the writer thinks back 
at times—from a somewhat less hazy 
acquaintance with banks in recent years 
—at how consistently he “muffed the 
ball” as a bank reporter. He suspects 
that many another reporter detailed to 
the run, from whatever paper, bungled 
likewise. 


BANK: RUN CONSIDERED “DUD” 


As compared with “fat” runs—police, 
city hall, state house—newspaper edi- 
torial rooms regarded the bank run as 
a good deal of a “dud,” a routine beat 
not prolific of much real news but one 
that yet had to be covered regularly 
because of the prominence of banks in 
the community and on the chance that 
something might “break.” Also, it was 
good training for a reporter; it might 
come in handy somewhere else on the 
paper. 

Surely the banks, on their side, did 
not go far out of their way to dispel 
this theory of unproductiveness. The 
banks, in fact, had a neutral, or nega’ 
tive, attitude toward bank news initiated 
by outsiders. The reporter had to work 
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to get it. He knew, of course, that a 
bank would give out of its own accord 
what it considered really big news about 
itself—a merger, acquisition of a major 
oficer, opening of a new department, 
new building plans, perhaps even a de- 
falcation when the facts could not be 
suppressed. There was always a little 
flash of life in the comment on deposit 
and loan showings after a bank call. 
But the human interest that lay, and lies, 
in the everyday operatidns of the bank, 
its handling of accounts, its service to 
customers, was seldom mined or, if 
mined, only in spasmodic or desultory 
fashion. 

The truth was, at least so far as this 
witness can avow, that the reporter too 
often didn’t know any too much as to 
what it was all about, what went on in- 
side a bank, how it dealt with customers, 
what it did for them, what kind of rela- 
tions between customer and bank were 
considered most desirable from the 
standpoint of each. As a result, the 
reporter was prone to do no more than 
make his daily call, see the one or more 
recognized news “sources” in the bank, 
ask his stock question, “What is new 
today?” and, being told there was noth- 
ing new, go away content with having 
done his duty and “protected” his 
paper. 

On the other hand, there were times 
when the bank came across handsomely, 
in its own mind, as when it was being 
visited by an official from some corre- 
spondent bank in another territory. The 
reporter met the official, The reporter 
then wrote up a story that so-and-so 
from Sioux Falls or Fargo had brought 
the glad tidings that conditions in his 
section were very good, that wheat was 
heading well and that, barring drouth 
Or excessive rains or smut or grass- 
hoppers, it would be a_ better-than- 
normal crop; or that so-and-so from 
Waterloo had disclosed that corn down 
his way was growing an inch a night— 
or was it a foot?—and that Iowans were 
feeling quite happy over the outlook. 
Of course, the market page of the re- 
porters paper had been carrying daily 
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reports on crop conditions in those areas, 
but when the same things were said by 
a visiting banker, somehow they were 
likely to take on a new guise to the city 
editor and become front-page news. 


THE BANK’S ATTITUDE 


Too often in those days—one wonders 
whether the situation has changed much 
—the bank’s attitude toward news about 
itself was not negative merely, but 
definitely repressive. When a bank dis- 
covered that one of its employes, having 
played the wheat market disastrously, 
had helped himself to bank funds, one 
of its first thoughts was how to keep the 
fact out of the papers. Distrust, suspi- 
cion, dread, as if the public, well aware 
of man’s proneness to err, could not be 
relied upon to take the news with due 
restraint and calmness. 

There is news in the daily routine of 
a bank, any bank. It is in this daily 
routine that the opportunity of the bank 
reporter lies and that of the bank to 
co-operate with him. In these days, 
when nearly everybody has either check- 
ing or savings accounts, and many have 
both, the run of folk are naturally in- 
terested in all phases of bank operation. 
And the run of folk don’t know so much 
about the rudiments of banking. When 
even large depositors, carrying balances 
in the hundred thousands, have to be 
shown in a-b-c fashion that their account 
activity is so high that the bank is serv- 
ing them at actual loss and they must 
do something about it—well, why expect 
the small depositor to be better informed 
on the nature and the “innards” of the 
banking business? 

The small depositor sometimes be- 
comes the large one. He may be worth 
cultivating. The better informed he is 
on banking methods and practices the 
more likely that he will establish and 
maintain a relation profitable to the bank 
—or at least have the desire to do so. 
He will become account-conscious, for 
instance, sensitive to overdrawing, and 
unwilling to accept a service for which 
he is not paying the fair price. 

The nature of the banking business 
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might well be told to the small and the 
large depositors through the medium of 
the bank reporter, if he and his paper 
are willing. All they ask is to see news 
in it. The bank’s opportunity is to help 
them to see the news and to permit its 
publication when seen. 

Once the man on the bank run is him- 
self acquainted with the bank’s depart- 
ments, with what they do from hour to 
hour and day to day, how their routine 
activities relate to the customer-reader, 
he can do the rest. The writer has the 
temerity to suggest that the alert bank 
should help the reporter gain that ac- 
quaintance. 


FASCINATING NEWS AVAILABLE 


What a variety of fascinating news 
is available everywhere in a bank, al- 
ways on tap, which only the occasional 
newspaper offers its readers! A bank 
statistician was remarking the other day, 
with no inkling of its news value, that 
the average man’s checking account, 


personal not business, ran about fifteen 
to twenty checks a month, and presented 
an arresting similarity to the accounts of 


hundreds, thousands, of other men. 
These checks told much about him, his 
habits, interests, preferences, associations. 
Month after month, they covered his 
regular house services—gas, electricity, 
telephone; grocery and other store ac- 
counts, and fuel; rent perhaps, and in- 
stalment payments; club and lodge dues; 
church and charity contributions; insur- 
ance premiums, and so on. Interesting? 
There's a story in it. 

The signature clerk is full of stories 
about oddities in autographs, about per- 
sonal vanities, about forgeries, about the 
bank’s experiences with the ten John 
Johnsons and the fifteen Ole Olsons. 
Of course, names of identifiable cus- 
tomers are taboo, and unnecessary. The 
bank must protect their privacy, observe 
the confidence implicit in its relations 
with them. So in all other bank news. 

No news in the handling of checking 
accounts? What about the differences 
between individuals and joints, between 
joints and partnerships, what about 
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trustee accounts and power-of-attorney 
accounts? The bank has had singular 
experiences with all kinds. The renter 
of a safety deposit box may have it 
stated in his contract that in case of his 
death the box will be accessible to his 
deputy or heirs only on a court order, 
but the chances are that he isn’t aware 
of it; nor of the engaging fact that his 
bank scans the death notices in the news- 
papers daily to be ready to tie up his 
box in such case, actually waiting for 
him to die, if the bald truth be told. 
Watching the birth notices in order to 
solicit savings accounts, a more widely 
known enterprise, is of the same piece. 

There is “news for the paper,” and 
enlightenment for its readers, in stop- 
payment practices, in the peculiar rights 
of holders in due course, in insurance 
trusts, in will making, in estate manage- 
ment, in every department and activity 
of the modern bank and trust company. 
What does it cost the bank to cash a 
depositor’s check? To accept from 
a customer an out-of-town check, enter 
it for deposit, collect it at source? Why 
may it not be fair to the bank to hold 
one’s favorite teller in a discussion of 
the ball game or the current movie? 

A bank may present those subjects in 
paid space in the newspaper or in direct- 
to-customer advertising, but it doesn’t 
do so, except, perhaps, in a general way. 
Many banks .avoid such educational 
efforts in an aversion to seeming to teach 
the customer or to intimate to him a 
belief that he needs teaching. Bank pub- 
licity departments may put up such copy 
and tender it for free use in newspapers, 
as news, but such copy to the newspaper, 
and to its readers if it is published, may 
smack of propaganda and _ inspired 
motive and so fall short of effectiveness. 
The bank reporter, gathering the mate: 
rial on his own initiative and as part of 
his assignment, will give it the human: 
interest treatment, serve it with a feature 
twist, without a lurking shadow of an ax 
to grind. 

There is every likelihood that news’ 
papers, having a stake in the community 
as well as banks, will welcome bank news 
so developed and presented. 








A Bank Examiner Looks at the 
Trust Department 


National Bank Examining Force Required to Give Careful Study 
to Methods of Administration of Trust Depart- 
ments of National Banks 


By AusBreY B. CARTER 


National Bank Examiner in Charge of Section of Trust Department Supervision, Office of 
the Comptroller of the Currency, Washington, D. C. 


banks have made in the trust field 

are emphasized by considering their 
activities during 1930 with those of 
1926. Compared with that year, these 
figures represent an increase during the 
four-year period of 446, or 22 per cent. 
in the number of national banks author- 
ized to exercise trust powers; an increase 
of 725, or 66 per cent. in the number of 
banks actively administering trusts; an 
increase of 65,370, or 250 per cent. in 
the number of trusts being administered; 
an increase of $3,500,000,000 or 385 
per cent. in the volume of individual 
trust assets under administration; an in- 
crease of $9,340,000,000, or 379 per 
cent. in the volume of bond issues out- 
standing for which these institutions 
were acting as trustees, while the gross 
earnings for the same period increased 
$14,510,000, or 176 per cent. 

The record further shows that 1829 
national bank trust departments in a 
decade have acquired for administration 
a volume of individual and corporate 
trust business equal to one-half of the 
total resources developed by the banking 
departments of all national banks over 
a period of 67 years since the establish- 
ment of the system in 1863. 

A recent analysis of a survey of the 
operations of the 1829 active trust de- 
partments developed some interesting in- 
formation about the average volume of 
trust assets under administration in each 


[ts rapid strides which national 


From an address before the national con- 
vention of the American Institute of Bank- 
ing. 


trust department; average volume of 
assets in each trust and average gross 
earnings of each trust department in 
towns and cities of different sizes, segre- 
gated into eleven groups: 

Forty-seven trust departments in 
places with population of less than 1000 
inhabitants were each administering 
$36,651 of trust assets, with an average 
volume of trust assets in each trust of 
$4462, and these departments reported 


gross earnings for the 12-months period 
of $749 per bank. 

One hundred and thirty-four trust de- 
partments in places with population 
between 1000 and 2499 were each ad- 
ministering $94,055 of trust assets; each 
trust averaging $6687 in assets, and each 


department 
earnings. 

Two hundred and fifty-one trust de- 
partments in places with population 
between 2500 and 4999 were each ad- 
ministering $181,874 of trust assets; 
each trust averaging $9627 in assets, and 
each department earning $1399. 

Three hundred and six trust depart- 
ments in places with population between 
5000 and 9999 were each administering 
$227,252 of trust assets; each trust 
averaging $10,944 in assets, and each 
department reporting $1875 gross earn- 
ings. 

Four hundred and twenty-nine trust 
departments in places with population 
between 10,000 and 24,999 were each 
administering $409,902 of trust assets; 
each trust averaging $14,962, and each 
department earning $3206. 


reporting $931 in gross 
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Two hundred and twenty-three trust 
departments in places with population 
between 25,000 and 49,999 were each 
administering $986,158 of trust assets; 
each trust averaging $32,014 and each 
department earning $3912. 

One hundred and fifty-six trust de- 
partments in places with population 
between 50,000 and 99,999 were each 
administering $2,215,649 of trust assets; 
each trust averaging $39,743, and each 
department earning $8929. 

One hundred and twenty trust depart- 
ments in places with population between 
100,000 and 249,999 were each admin- 
istering $4,970,378 of trust assets; each 
trust averaging $49,603, and each de- 
partment earning $19,212. 

Sixty-six trust departments in places 
with population between 250,000 and 
499,999 were administering $8,201,622 
of trust assets; each trust averaging 
$81,757, and each department earning 
$28,109. 

Forty-one trust departments in places 
with population between 500,000 and 
999,999 were each administering 
$18,579,181 of trust assets; each trust 
averaging $92,611, and each department 
earning $76,971, and finally the last 
group of— 

Fifty-six trust departments located in 
places with a population of 1,000,000 
and over were each administering 
$35,479,227 of trust assets; each trust 
averaging $112,399, and each trust de- 
partment earning $223,339. 

It is difficult for any one to grasp just 
what these figures mean—what a strik- 
ing testimonial this is of the growing 
public recognition of the desirability of 
the corporate fiduciary in the settlement 
of estates and the administration of 
trusts. 

The exercise of fiduciary powers 
makes compulsory the establishment of 
a separate and distinct trust department. 
Trust work differs so greatly from the 
other activities of a bank that not only 
to comply with the statutes, but also to 
make possible the conduct of the work 
in an orderly manner, a separate depart- 
ment should be set up. The regulations 


are specific in requiring that the trust 
department shall be placed under the 
management of an officer or officers 
whose duties shall be prescribed by the 
board of directors of the bank. Sepa- 
rate books and records for all fiduciary 
activities must be kept, and each trust 
department is required to maintain a file 
containing the original instruments 


creating each trust, or properly authen- 
ticated copies; properly receipted vouch- 
ers evidencing payments under each trust 
and properly authenticated reports to 
courts or others accounting for trusts. 


JOINT CUSTODIANSHIP A REQUISITE 


To further safeguard the trust assets, 
the regulations require joint custody of 
trust securities and investments, so that 
it will be impossible for any one cus 
todian to have access to them without 
the presence of one of the other cus 
todians. Another important regulation 
is that whenever funds received or held 
in the trust department awaiting invest- 
ment or distribution are deposited in the 
commercial or savings department of the 
bank, it must first deliver to the trust 
department as collateral security, govern- 
ment bonds or other readily marketable 
securities which have a market value at 
all times equal to the amount of the 
funds so deposited. 

In the investment of private trust 
funds the regulations are quite explicit. 
Naturally, where the will, deed or other 
instrument creating the trust directs how 
these funds are to be invested, the bank 
must follow these directions. Where 
the trust instrument authorizes the bank 
to exercise discretion, it is declared that 
the funds held in trust must be invested 
only in those classes of securities which 
are approved by the directors of the 
bank. Where the character or classes of 
investments to be made is not specified, 
and discretion is not expressly vested in 
the bank, the regulations limit the in- 
vestments to securities which corporate 
or individual fiduciaries in the state in 
which the bank is located may lawfully 
make. In the investment of trust funds 
from a court trust, all investments must 
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be made by an order of that court. In 
case the court by general order should 
vest a discretion in the national bank to 
invest funds held in trust, or if under 
the laws of the state in which the bank 
is located corporate fiduciaries appointed 
by the court are permitted to exercise 
such discretion, the bank can invest the 
funds in any securities which corporate 
or individual fiduciaries in that state 
may lawfully invest. 

The requirements are that all invest- 
ments of trust funds shall have the ap- 
proval of the bank’s board of directors, 
or a committee appointed for that pur- 
pose, and that such approval shall be 
noted in minutes kept for that purpose. 

Finally, a committee from the board 
of directors is required to make at least 
twice annually a thorough and complete 
audit of all records of the trust depart- 
ment, and a complete and careful ex- 
amination of all securities held in this 
department. 


GETTING STARTED ON THE RIGHT FOOT 


To expedite the organization and 
operation of trust departments in the 
national banking system, the office of the 
Comptroller of the Currency has drafted 
an approved form of resolution, which 
sets out in a simple and concise manner 
the important requirements that any 
bank must meet. When trust powers 
are granted to a ‘national bank, two 
copies of the resolution are sent along 
so that these can be filled in and formally 
approved by the board of directors, and 
one copy returned to the Comptroller's 
office for file. It has been found that 
this resolution is of much help to the 
average bank which adds a trust depart- 
ment, in that it describes just what must 
be done to qualify in this growing field 
of banking. 

In the board of directors is lodged 
the responsibility for the prudent, safe 
and efficient operation of the trust de- 
partment. Consequently, it is essential 
that it not only establish a sound invest- 
ment policy but that it continuously re- 
view specific action of the trust depart- 
ment. Cestuis que trustent properly 


look to the board for redress if there is 
any dereliction anywhere along the line 
in the handling of trust securities. 
Therefore any system must provide that 
the complete operations of the trust de- 
partment in the purchase, sale, exchange 
or other disposition of trust securities 
be approved by the board of directors. 
This approval must be a matter of 
definite, written record. 


THE TRUST INVESTMENT COMMITTEE 


While retaining complete responsi- 
bility, it is obvious that the board of 
directors must delegate the detailed work 
involved in reaching conclusions on 
specific securities or trusts. This is ac- 
complished by officially creating a “trust 
investment committee.” To the trust 
department this committee is the most 
important factor in the conduct of its 
business. It sits with the trust officers in 
the discussion of all investment prob- 
lems. It examines the new trusts, 
authorizes all purchases and sales, de- 


cides upon major trust and security 
problems, reviews trusts, and in general 


guides the whole trust department 
operation. That corporate fiduciaries 
will be held by the courts to a higher 
standard of duty than will an individual 
trustee is indicated in the language of 
the decision on May 5, 1930, of the 
Surrogate’s Court of Westchester 
County, New York, in the case of the 
estate of Frederick H. Clark, which de- 
cree was unanimously affirmed by the 
Supreme Court, Appellate Division, 
Second Judicial Division at Brooklyn, 
New York, on February 26, 1931. Upon 
this point the Surrogate’s Court said: 
In trust relations these days, when trust 
companies have entered the business, much 
more is expected from a corporate trustee 
than from the old-fashioned individual ex- 
ecutor or trustee. Trust companies seek this 
character of business, claiming that they are 
especially qualified and financially respon- 
sible. They make a specialty of trust matters 
and claim to be familiar with the authority 
of executors and trustees as to trust invest: 
ments. They have claimed that each estate 
and trust will receive the personal attention 
of one trust executive whose life work is the 
administration of estates and trusts, and deci- 
sions with regard to the purchase and sale 
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of securities will be independently arrived at 
by these officers in consultation with the 
experts. 


The strict accountability to which 
corporate trustees are held by the courts 
for exercising care and prudence in all 
matters of trust investments make it im- 
perative that the system should provide 
for a proper record of the action taken 
or consideration given by responsible 
officers and committees. These records 
compel vigilance on the part of those 
charged with investing trust funds and 
serve as evidence, if this must be pro- 
duced, that the trustee has discharged 
its legal and moral responsibilities to- 
wards the trust. 

The board of directors of the national 
bank receiving authority to exercise trust 
powers upon adopting the resolution 
creating a trust department makes pro- 
vision for the appointment of an ex- 
amining committee composed of members 
of the board who shall periodically make 
a thorough and complete audit of all 
records and a complete and careful ex- 
amination of all securities of the trust 
department, and that the report of such 
examining committee shall be made a 
part of the minutes of the board of 
directors of the bank. 


LEGAL OBLIGATION ON DIRECTORS 


The legal obligation imposed upon 
directors to exercise reasonable supervi- 
sion over the administration of the 
affairs of the bank is illustrated in two 
Federal cases: 

RANKIN vs. COOPER, 147 Federal 
1010—where the Court states: 


Directors are charged with the duty of 
reasonable supervision over the affairs of the 
bank. It is their duty to use ordinary dili- 
gence in ascertaining the condition of its 
business, and to exercise reasonable control 
and supervision over its affairs. 


Again, in BRIGGS vs. SPAULD- 
ING, 141 U. S. 132: 


We hold that the directors must exercise 
ordinary care and prudence in the adminis- 
tration of the affairs of a bank; and that this 
includes something more than officiating as 
figureheads. They are entitled under the law 


to commit the banking business, as defined, 
to their duly authorized officers, but this does 
not absolve them from the duty of reasonable 
supervision nor ought they to be permitted 
to be shielded from liability because of want 
of knowledge of wrongdoing if that ignorance 
is the result of gross inattention. 


The directors examining committee in 
making their examination of the trust 
department are requested: 


1. To seal the compartments in the vault 
containing trust securities, and take posses- 
sion of the books and records of the depart- 
ment. 

2. Count any cash in the department, and 
make a record of all trust securities in the 
department not in the vault. If any trust 
securities are out of the bank temporarily 
make a record of the receipts for verification. 

3. Take off a cash proot. This is a 
proof of the uninvested principal and income, 
cash due to corporate trusts, cash held for 
account of sinking funds, and any other cash 
liability accounts to prove with the deposits 
of the trust department in the banking de- 
partment, or in other banks. 

4. See that the bonds held by the trust 
department as security for trust funds on 
deposit in the banking department are of a 
market value in an amount sufficient to cover 
those deposits. 

5. Carefully inspect the trust ledger and 
security ledger and check up any important 
changes since the last examination, such as 
trusts closed out, new trusts received, pur’ 
chases and sales of securities, large distribu- 
tions of income and commissions taken. 

6. Check all securities and other assets 
held by the trust department. Make a thor- 
ough examination and analysis of the invest- 
ments which have been made for account of 
the various trusts to determine their desira- 
bility and present worth. A periodical ap’ 
praisal of all trust securities is desirable and 
important. 

7. The committee should have before it 
the last report of the national bank examiner 
of the trust department and any letters from 
the Comptroller of the Currency relating to 
that department with the view of verifying 
the correction of any exceptions which may 
have been called to the attention of the bank. 

8. The examining committee should make 
any observations necessary to come to the 
conclusion concerning the supervision and 
general management of the trust department, 
and incorporate its recommendation in its re- 
port to the board of directors. 


OBLIGATION OF COMPTROLLER’S OFFICE 


While the responsibility for the con- 
duct of the trust department rests ulti- 
mately on the directors, the Comptroller 
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of the Currency is charged by law with 
the duty of appointing examiners who 
shall make periodically a thorough ex- 
amination of all the affairs of the bank 
and shall make a full and detailed report 
of the condition of the bank to the 
Comptroller. The regulations relating 
to the exercise of trust powers provide 
that examiners appointed by the Comp- 
troller of the Currency will be in- 
structed to make thorough and complete 
examinations of the cash, securities, ac- 
counts and investments of the trust de- 
partment of the bank at the same time 
that examination is made of the bank- 
ing department, and may make such ex- 
amination at any other time. The 
Comptroller promulgated very definite 
and searching methods for the guidance 
of national bank examiners and in con- 
veying to the examining force instruc- 
tions on the course to be followed in 
determining the character of manage- 
ment of the trust department said: 

Each examiner and assistant will be ex- 
pected to give careful study to methods which 
will enable him to arrive at a definite con- 
clusion as to the character of administration 
of assets entrusted to the bank acting in a 
fiduciary capacity, and devote such necessary 
time and attention to this important depart- 
ment of national bank operations as will 
assure a comprehensive and constructive re- 
port on the manner in which he finds the 
various trusts being administered. Whenever 
exceptions are found a definite recommenda- 
tion for correction should be made. 


Copies of the examiners’ reports are 
furnished to the board of directors of 
the bank as well as the Comptroller of 
the Currency who follows up with the 
bank any exceptions which may require 
attention 


WHAT THE EXAMINER LOOKS FOR 


Briefly stated, the duty placed upon 
the national bank examining force in de- 
termining the character of management 
of a trust department involves the veri 
fication of the following items or ascer- 
taining that the trust department is be- 
ing operated in such a manner that com- 
plete detail checks are unnecessary. The 
items are: 
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1. To see that all trust assets turned over 
to the trust department are intact. 

2. That they are held by the bank in a 
fiduciary capacity. 

3. That the income has been collected on 
income producing assets of the various trusts. 


4. That it has been properly distributed 
to the beenficiaries, or otherwise accounted 
for. 


5. That any distribution of principal has 
been properly made. 


6. That the income of the trust depart- 
ment has been properly accounted for. 


7. That the assets of the trust department 
reflect lawful and efficient management of 
the trusts committed to it. 


8. That constructive recommendations for 
correction accompany all exceptions found by 
the examiner and set up in his report in such 
a manner that the bank’s supervisory authori- 
ties may be enabled to correct the exception 
complained of. 


The regulations relating to the invest- 
ment of trust funds recognize both the 
trusts under the jurisdiction of the courts 
and those created by trust agreement. 
Private trust accounts constitute 76 per 
cent. of the total trust assets under ad- 
ministration, and when an examination 
is made of the trust department the 
same searching investigation is made of 
the manner in which private trusts are 
being administered as is given to the 
trusts under the jurisdiction of the courts. 

Corporate fiduciaries have a vast re- 
sponsibility in the handling of estates 
and making investments. Their reputa- 
tion will be heightened or diminished by 
the quality of service they render. The 
creators of trusts rely on you to preserve 
their property, and with vigilance you 
must continue to protect their interests. 
Thus, and thus only, can you maintain 
your reputation for faithful service and 
reap the benefits of expanding business, 
which, particularly, in this country, in 
the words of a prominent trust official, 
“has become more than a business. It 
has become a profession—one which can 
and should make countless thousands feel 
secure for their future. For the cor- 
porate trustee will endure and grow long 
after all of us have passed from the scene 
of action—always provided we keep true 
to the principles of trusteeship.” 





Letters of Credit Responsibility 


Maintenance of Integrity by Merchants and Bankers in Subject 
Matter of Letters of Credit Essential to Commerce— 
Law Should Be Kept Free from Technicalities 


By Louis Otis VAN DorEN 
Of the New York Bar 


lief regarding letters of credit 

responsibilities there is little dis- 
tinction between moral responsibilities 
and legal responsibilities. The latter 
have all been evolved from the former 
and if the law in its advancement ob- 
serves a moral responsibility without 
legal sanction, the law is apt to seize 
upon that morality and use it as the 
cornerstone of a new legal responsibility. 
Letters of credit have been used very 
generally for years in English commer- 
cial transactions and to a less extent in 
this country. 

But, in the United States, we have 
developed during the last ten or twelve 
years most of the American Law of 
Commercial Letters of Credit. To illus- 
trate this, out of 174 cases on letters of 
credit which I have had occasion to 
digest or cite in actual ktigations, 125 
arose subsequent to 1918, and for the 
prior time the number was forty-nine. 
Therefore, it may be said that the use 
of commercial letters of credit has 
markedly increased in the last dozen 
years, and that the law or legal! rules 
governing them has expanded accord- 
ingly. 

A letter of credit is not a guaranty. 
It is a contract sui generis. Yet, state 
courts have hardly got over referring to 
them in decisions as guaranties. 

There is legal authority for the state- 
ment that national banks may not issue 
a guaranty. 

The law of guaranties, briefly stated, 
is, that the obligation of the guarantor 
is to be strictly construed, literally, 


(ice eased to the prevalent be- 


From an address before the National 
Foreign Trade Council Convention. 
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strictissimi juris; while I do not hesitate 
to say that a letter of credit ought to be 
construed, and will be construed, like all 
other contracts, to effect the intent and 
purpose which caused it to be issued or 
posted. 

Thus, the Supreme Court of the 
United States recently enforced the 
liability of the issuing bank upon a letter 
of credit covering a shipment of goods 
“from Java to Philadelphia,” although 
the ship’s voyage was originally “Java 
to Port Said option New York,” and the 
ship was diverted on the high seas to 
Philadelphia so as to effectuate the ship- 
ment. But in fact the ship made the 
voyage intended to be made. Presently 
we shall refer to the doctrine of literal 
compliance. 

There is no more dangerous task in 
law than to formulate a definition. So, 
if one is asked to define the essential 
parts of a letter of credit, the more he 
knows about the subject the less inclined 
he is to attempt the definition. Really, 
there is no legal requirement as to form. 
One of the shortest forms I have met 
with is as follows: 


Messrs. Lamborn & Company, 
132 Front Street, City. 
Re: Our Credit No. 13840. 
Gentlemen: We beg to advise you that we 
have received instructions from Greenebaum 
Sons Bank & Trust Co., Chicago, to open a 
confirmed credit in your favor with the 
Bankers Trust Co., for $79,685.76, payable 
against delivery of sight drafts with invoices 
and bills of lading attached covering 1,650 
bags about 224 lbs. each Java White Sugar 
at 22c. per pound less 2% duty paid f.o.b. 
cars Philadelphia landed weights, shipments 
to be made during August and September, 
1920. 
Very truly yours, 
H. L. Sparks, Assistant Cashier. 
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The liability of the bank on this letter 
of credit was sustained in Lamborn v. 
The National Park Bank by the New 
York Court of Appeals. 

We need not go into the theories 
which characterize the discussion as to 
whether an established credit is a con- 
firmed and an irrevocable one, because 
it may be said with substantial accuracy 
that if the bank notifies the seller that 
it will honor drafts drawn for the goods, 
presented within the time stated, or if no 
limit is fixed, within a reasonable time, 
the letter of credit is a confirmed bank 
letter of credit, and may not be altered 
or revoked without the consent of the 
seller. 

Of course, if the buyer simply notifies 
the seller of the opening of a credit 
with a certain bank to pay for the goods, 
and no communication from the bank 
relating to the credit is sent to the seller, 
it is not the bank’s obligation. One does 
not know what the buyer might try to 
do in revoking or attempting to revoke 
such a credit. 

But, if by his contract, he had agreed 
to pay for the goods through the instru- 
mentality of a letter of credit, his failure 
to post one, or his withdrawal of one 
posted, would surely amount to a breach 
of his contract; and if he recalled the 
letter of credit before the shipment, 
arrival, delivery or tender of the goods, 
the seller could deem it an anticipatory 
breach and would be entitled to proceed 
no further with his own performance. 

As a result then, we are dealing with 
letters of credit such as is shown on the 
inset page following this one. That was 
a confirmed letter of credit and was 
irrevocable, although an attempt to re- 
voke it was made by the issuing bank, 
acting in concert with the purchaser. 


A MORAL RESPONSIBILITY OF ISSUING 
BANK 


I submit that one of the moral re- 
sponsibilities that the issuing bank owes 
to the client is to take no part in any 
effort to cancel its outstanding letter of 
credit. When issued it is a contract 
between the bank and the holder, gener- 
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ally the seller of the goods, and the bank 
should not allow a third party to its 
agreement, such as the buyer, to induce 
it to attempt a repudiation of its letter 
of credit. 

We need not spend any particular 
time on discussing the consideration to 
the bank issuing the letter of credit. 
That is a matter between the issuing 
bank and the buyer—usually a customer. 
Not only an agreement to reimburse the 
bank, or security or collateral is re- 
quired ordinarily by the bank, but also 
a fee or commission is charged; so that 
while defenses have been attempted 
based on the theory of no consideration, 
I know of no instance where the defense 
has succeeded, or even received respect- 
ful attention. 

I desire to suggest that bank letters 
of credit should be signed by some officer 
of the bank who is duly authorized to 
sign and deliver such letters of credit; 
and that the authorization should be 
found and easily produced from the 
minutes of the board of directors, be- 
cause there are instances in the courts 
of defenses attempted on the part of 
banks on the ground that the letter of 
credit was not shown to have been 
authorized and signed by the proper 
officer of the bank. It ought not to be 
possible for such a defense to be made. 


It tends to impair the good name of the 
bank. 


$26,561.92 
Letter of Credit No. 102 
Cleveland, May 21, 1920, 
Kindly address reply to our 
Prospect Avenue Office 

Attention of 
Lamborn @ Co., 
132 Front St., New York, N. Y. 

Dear Sirs: We hereby authorize you to 
value on the Royal Bank of Canada, New 
York City, for account of The Ohio Con- 
fection Company, Cleveland, Ohio, up to an 
aggregate amount of Twenty-Six Thousand 
Five Hundred SixtyOne and _ ninety-two 
cents . available by your drafts at 
Sight against Bills of Lading for 550 bags 
Java White Granulated Sugar 224 pounds 
to the bag, price 22c. less 2% Duty paid 
f.o.b. Cars Baltimore, Maryland, Landed 
Weights, August and September delivery 
from Java. 

Bills of lading for such shipment must be 
made out to the order of The Lake Shore 
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Banking & Trust Company of Cleveland and, 
together with invoice, must accompany the 
drafts. 

The amount of each draft negotiated to- 
gether with date of negotiation must be en- 
dorsed on back hereof. 

A duplicate of such Invoice, together with 
one copy of Bill of Lading must be sent by 
the Bank or Banker negotiating draft direct 
to The Lake Shore Banking & Trust Com- 
pany of Cleveland, by mail, attaching to the 
draft a statement to this effect. 

Any draft drawn under this credit must 
state that it is “drawn under Letter of Credit 
L. S. B. & T. No. 102, dated Cleveland, 
May 21, 1920, and must be advised to The 
Lake Shore Banking & Trust Company, 
Cleveland, Ohio.” 

We hereby agree with bona fide holders 
that all drafts issued by virtue of this Credit 
and in accordance with the above stipulated 
terms, shall meet with due honor upon pres- 
entation at the office of the Royal Bank of 
Canada, New York City, if drawn and nego- 
tiated on or before Dec. 10, of 1920. 

(Seal) 
Yours respectfully, 
The Lake Shore Banking & Trust Company, 
M. J. Ludwig, Ass’t. Sec’y 


Now, the issuing bank should be ex- 
tremely careful in setting forth in the 
letter of credit the nature and details 
of the shipping documents to be pre- 
sented by the seller with his draft. The 
bank should not allow the buyer to pre- 
pare this part of the letter-of credit. It 
should be prepared by the bank from 
the purchase and sale contract, and with 
complete accuracy. 

The practice is to forward the letter 
of credit in such time before an import 
shipment, or shipment otherwise to be 
made at a stated time, as will afford the 
seller an opportunity to examine the 
terms and conditions of the letter of 
credit, and to obtain proper corrections 
or modifications therein with the concur- 
rent action of the buyer and the bank. 
Such corrections and modifications must 
be made with the consent of all those 
parties. The bank and the holder should 
not alone make them. 


ACKNOWLEDGMENT NOT REQUIRED 


The liability of the issuing bank to the 
seller or holder of the letter of credit 
does not require, in order to become 
effective, an acknowledgment or accep- 
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tance of the letter by the one who re- 
ceives it. If the terms of the letter of 
credit are satisfactory to the seller, he 
may remain silent. The instrument is 
as effectual in his hands from the time 
of its issuance and delivery to him as a 
promissory note would be. Of course, 
if its terms demand an acceptance, then 
it must be accepted. 

On the other hand, if the bank con 
forms to the terms of the letter of credit 
which the buyer has caused to be issued 
to the seller, no breach of contract be- 
tween the seller and buyer, and no ordi- 
nary failure in authenticity of the 
shipping documents, will cause any 
liability to arise against the issuing bank 
in favor of the buyer who has posted 
the letter of credit. 

It is true that the law reports contain 
judgments adverse to the issuing bank in 
favor of the buyer, or poster, of the 
letter of credit, but they are cases where 
the bank failed to demand and take the 
precise documents specified in the letter 
of credit. 

In England one may refer to Equitable 
Trust Company of New York v. Daw 
son Partners, Ltd., in the House of 
Lords, and in New York to the Bank of 
Montreal v. Recknagel, and Bank of 
Italy v. Merchants National Bank. 

I cannot resist quoting from the 
opinion of Viscount Sumner in the 
Equitable Trust case (supra). He said: 

If it (the bank) does as it is told it is 
safe; if it declines to do anything else it is 
safe; if it departs from the conditions laid 
down it acts at its own risk. The documents 
tendered were not exactly the documents 
which the defendants had promised to take 


up, and prima facie they were right in re’ 
fusing to take them. 


But I might suggest from actual ex’ 
perience that the more rigid the rule is, 
the more likely is it that exceptions soon 
will be made thereto. There is some’ 
thing in the law-instinct of the English 
speaking people opposed to cast-iron 
rules. So, a very slight indication on the 
part of the buyer of satisfaction with 
the papers; of indifference to the varia’ 
tions contained therein, will obviate his 
right to hold the bank liable for accept: 
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ing documents which did not strictly 
conform, and prevent him from escaping 
from his obligations to reimburse the 
bank’s outlay. For instance, the buyer 
taking up the documents and turning 
them over one by one, and saying he 
was glad that the shipment had come 
through, and handing the documents 
back to the officer of the bank, without 
comment or objection, was held in one 
very hotly contested action to wipe out 
all fault of the bank in respect to the 
papers, although there was a dissenting 
vote in the Court of Appeals in that 
case, to which presently we shall refer 
again. 


PRESENTATION FOR PAYMENT 


Now the seller, having made shipment 
of the goods, or otherwise having com- 
plied with the requirements of his con- 
tract with the buyer, presents his docu- 
ments to the bank with his draft, and 
demands its acceptance of payment. The 
duty is thereby cast upon the bank of 


being both accurate and honorable. If 
the presentation is in time and the letter 
of credit is outstanding, and if the ship- 
ment documents and other papers con- 
form in all essential respects to the 
specifications of the letter, the seller's 
draft should be honored by the bank, 
for upon the act hangs the commerce of 
the country and the honor and integrity 
of our banking institutions. 

There is a doctrine of literal per- 
formance. That is, that every word of 
the shipping documents should corre- 
spond with every word of the letter of 
credit where these shipping documents 
are referred to or described, where, after 
all, the sole difference between the ship- 
ping documents and the letter of: credit 
was the word “granulated” in the letter 
of credit and its absence in the shipping 
documents. This was held fatal to the 
right of the sellers to recover, and the 
Court of Appeals of New York even 
went as far as to refuse the sellers the 
right to bring an action on the letter of 
credit. But, this is the same letter of 
credit upon which the sellers afterwards 
recovered the full amount of their claim 
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in an action in the Federal Courts of 
Ohio, sub nom Lamborn v. Cleveland 
Trust Company (into which the Lake 
Shore Banking & Trust Company had 
been merged). But the Court of Ap- 
peals of the State of New York having 
enunciated the rigor of the rule, very 
characteristically, and very soon there- 
after, laid down new rules, the bound- 
aries of which are somewhat obscure, 
certainly elastic! The court said that 
the seller would be entitled to be paid 
although there was no literal compliance 
between the shipping documents and the 
terms of the letter of credit in the pres- 
ence of what we may call four contin- 
gencies: 

(1) If the words used in the guar- 
anty and in the bill of lading were as a 
matter of common knowledge synony- 
mous. 

(2) If the guaranty covered a cer- 
tain class of objects and the bill was for 
one species of that class. 

(3) If the course of dealing between 
the parties had been such that they 
might be held as a matter of law to have 
affixed their own meaning to the terms 
employed. 

(4) If the dispute as to the identity 
of the terms was not substantial. 

(Bank of Italy v. Merchants National 
Bank, supra.) 

In view of the language used in the 
above extract we must again refer to the 
fact that a letter of credit is not a 
guaranty. 

Thus it appears that the doctrine of 
literal performance has been shaken 
considerably, at least in the State of 
New York and elsewhere. 


ISSUING BANK NOT LIABLE ON FORGED 


BILLS 


Is the issuing bank liable to the buyer 
for paying on forged bills of lading 
forged by the seller or shipper, or ship- 
master, or shipagent? The answer is, 
no. Time does not permit going into 
this interesting question and expounding 
the reasons for the negative answer of 
the Courts of England and of this coun- 
try. The gist of it is, that the buyer 
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has authorized the bank to pay against 
what purport to be genuine documents, 
and that it is the buyer’s business to see 
that they are genuine, rather than the 
bank’s affair; that the buyer has told the 
bank to pay the seller upon the docu- 
ments which he may present, and 
thereby takes the risk and responsibility 
of their genuineness. Although the 
answer is no, and has always been no, 
some day there will occur a case where 
the answer will be yes, because, if there 
are indications of fraud or forgery sufh- 
cient to put a reasonably intelligent man 
on notice, and the bank or its officers 
ignore those indications, then the case 
will arise where the bank will be held 
liable for accepting or paying a- draft 
based upon forged bills of lading or 
false invoices. It has already been fore- 
shadowed, for the court has said in one 
case: 


Obviously when the issuer of a letter of 
credit knows that a document, although cor- 
rect in form, is, in point of fact, false or 
illegal, he cannot be called upon to recognize 
such a document as complying with the terms 
of a letter of credit. 


It is equally obvious, if the issuer 
ought to have known by patent facts, or 
obvious indications, that the bills of lad- 
ing were forged, he would have no right 
to pay the draft accompanying them, 
and so Judge Crane of the Court of 
Appeals of New York dissented from 
the majority of the court in the case of 
the forged bills of lading involved in the 
Bank of New York and Trust Com- 
pany v. Atterbury, as to one of the two 
bills of lading, the one dated a month 
ahead, quite evidently, I think, on the 
ground that when there was presented 
to a bank a bill of lading dated a month 
ahead, the bank was put on notice and 
inquiry, and should have refused pay- 
ment. 

During and incident upon the defla- 
tion of 1920, the Sugar Injunction cases 
arose in the Courts of New York— 
about three score in number. These 
were attempts to enjoin the sellers and 
the issuing banks from collecting and 
paying against letters of credit, and 


many million dollars were involved. 
Fortunately for the good name of 
American commerce and the sanity of 
American law, the injunctions were all 
dissolved and the actions dismissed. The 
courts unanimously held that the buyer, 
because of alleged grievances against the 
sellers, and because of alleged breaches 
of contract or of performance on the 
part of the sellers, had no right to en- 
join the sellers from access to the letter 
of credit posted to pay for his goods, 
and no right to enjoin the issuing bank 
from duly honoring the sellers’ drafts. 


WHERE DIFFERING RULES OF LAW APPLY 


The reason for these decisions was to 
be found chiefly in the principle of law 
that a bank’s letter of credit and the 
purchase and sale agreement are inde- 
pendent contracts; they are between 
different parties; they are based on dif- 
ferent considerations; and they are 
subject to the application of different 
rules of law. 

So it is that a bank may be obliged to 
honor its letter of credit, and should 
honor it, although under the terms of 
the purchase and sale contract the buyer 
may have good grounds to reject the 
goods and refuse to pay therefor, or may 
recover back the money he has paid. 

Now, when the documents are pre’ 
sented to the bank it is the duty of the 
bank to scrutinize them separately and 
as a whole. It is well settled that a de- 
scription of the goods need not be in any 
particular document. It is enough if all 
the documents taken together show 
conformity with the letter of credit. 

Upon the question whether the bank 
should give its reasons for non-payment 
or refusal to honor the letter of credit 
on presentation of the draft and ship- 
ping documents, or remain silent, I am 
of the opinion that the bank is bound 
by the elements of good faith and fair 
dealing to state to the presenter what 
objections the bank has found standing 
in the way of acceptance or payment, 
for, obviously, many errors or dis’ 
crepancies in the papers and even in the 
railroad bill of lading, may be cured 
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within due time; and the documents 
presented over again in accurate form. 
This opportunity I believe should always 
be allowed by the bank to the holder of 
its letter of credit. 

If the bank gives reasons for refusal 
to honor its letter of credit when the 
draft with accompanying documents is 
presented for payment, then the bank is 
bound by the reasons stated; and if there 
are other errors in the papers which the 
seller might have cured if called to his 
attention, those errors will be waived by 
the bank in basing its refusal to honor on 
the reasons stated, and by omitting men- 
tion of those curable errors. 

The expiration of a bank letter of 
credit does not destroy the right of the 
seller to recover from the buyer the pur- 
chase price of the goods; although the 
contrary is a misapprehension widely in- 
dulged in. 

When a merchant agrees to ship goods 
within a certain time and from a certain 
place, he must do so, because his agree- 
ment in those respects is fundamental to 
the contract and a condition precedent 
to his recovery of the purchase price. 
But the arrival or the delivery of the 
goods at a domestic port, or other point 
of destination, is quite a different thing. 
Unless the contract specifies the period 
in which the goods must arrive at the 
point of destination, the only measure is 
a reasonable time after shipment. It 
may be that the ship will be delayed in 
departure or sailing; it may be that 
through casualty a transshipment must 
take place, but these accidents do not 
impair the obligation of the contract, 
and if the arrival of the goods, or the 
documents, is so delayed that the letter 
of credit has expired, nevertheless, the 
seller has his remedy against the buyer 
quite independent of his former recourse 
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to a letter of credit. In fact it is the 
writer’s belief and one which he has 
maintained in court, that where the 
purchase and sale contract requires the 
buyer to post a letter of credit, and he 
has posted one, which has expired before 
the arrival or delivery of the goods, it is 
the buyer’s duty to post another letter 
of credit so as to provide for that method 
of payment to which he originally 
agreed. 


TAKING TRUST AGREEMENT FROM BUYER 


It is the common practice of banks to 
take from the buyer a trust agreement, 
so that when the goods arrive title to 
them shall be vested in the bank, and so 
that the disposition of them shall be for 
the benefit of the bank. These agree- 
ments have been uniformly sustained by 
the courts, even to the extent of holding 
that the bank’s title was unimpaired al- 
though the bills of lading had been taken 
from the bank and delivered to a third 
party in order to obtain possession of 
the goods. 

There is no time to go into this 
matter, but one interested in the subject 
may read Century Throwing Company 
v. Muller, 197 Fed. 252; Chemical Na- 
tional Bank v. New York Dock Com- 
pany, 203 Appellate Div. 108. 

No more vital instrument to facilitate 
commerce than the commercial letter of 
credit has been devised by merchants and 
banks. The maintenance of the integrity 
of letters of credit is not only essential 
to commerce—it becomes a part of the 
business reputation of a people. The law 
of it should be kept clear and simple. 
It should not be encumbered by tech- 
nical rules. The subject matters of letters 
of credit is now, and should remain, 
with merchants and bankers, a matter 
deep rooted in business honor. 
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What’s in a Name? 


Public Very Sensitive to Power of Suggestion of Certain Words 
in Bank Names and Advertising 


By L. DouGcLas MEREDITH 
Assistant Professor of Economics, University of Vermont 


not by accepted principles of finan- 

cial analysis but to a great extent 
by two somewhat unique and possibly 
superficial standards: (a) names, and 
(b) succinct phraseology attached to the 
names or to the banks’ advertising. To 
the laborer, tradesman, teacher and many 
professional men, a condensed statement 
published periodically in newspapers in 
compliance with law and displaying as- 
sets and liabilities connotes little or no 
significance. A statement graciously en- 
closed in a chance communication from 
the bank affords no more. A glance at 
the statement may provoke a passing 
thought, “It’s a big bank,” but seldom 
gives rise toa query concerning liquidity 
or surplus. Quantitative statements of 
significance pass by unscathed, but 
qualitative comments of the street readily 
create profoundly favorable impressions 
or incite panicky fear which leads to 
long lines of clamoring depositors before 
tellers’ windows. Likewise, a word or 
two in a bank’s name or a particular 
phrase beneath the name or in the ad- 
vertising may instil great confidence in 
the banking public whether that confi- 
dence is warranted or not. 

Just as the words “Notre Dame” sug- 
gest “football,” so certain words in bank 
names and advertising suggest “safety” 
and “protection.” Several words are 
specially possessed with ability to con- 
note such feeling of security to the de- 
positing public. They are: “national,” 
“Federal,” “reserve,” “government pro- 
tection,” “government supervision,” and 
“United States.” 

The closing of the doors of the Bank 
of United States on December 11, 1930, 
outstandingly illustrates the potentialities 
possessed by bank names and the neces- 


Te public knows and weighs banks 


sity for the stringent regulations now 
imposed upon them. This bank had sixty 
New York City offices and deposits of 
approximately $160,000,000 belonging to 
400,000 depositors—a gigantic failure— 
but it probably caused greater concern 
than would have been the case in the 
failure of a bank of similar size but bear- 
ing a different name. Many people are 
totally unacquainted with the organiza- 
tion of our banking system and danger 
lurked in the interpretations which such 
persons might have given to the name in 
the past and might give to the announce- 
ment of the unpleasant news. With the 
world in the throes of a terrific business 
depression, danger of misinterpretation 
of the bank’s name possessed particular 
gravity in those countries which have 
central banks bearing the name of the 
country, such as the Bank of France and 
the Bank of England. With this in 
mind, Representative McFadden, chair- 
man of the House Committee on Bank- 
ing and Currency, issued a statement 
immediately after announcement of the 
failure, making it, according to the New 
York Times, “perfectly clear and def- 
inite that the Bank of United States is 
in no wise connected with the United 
States | Government.” Newspapers 
throughout the country and press dis- 
patches to the rest of the world after the 
crash stressed the lack of connection be- 
tween the Bank of United States and the 
Federal Government and commented, 
consolingly and almost jubilantly, that 
laws passed since the organization of 
that bank in 1913 now prevent the use 
of such a name by financial establish- 
ments. 

Legislators and banking officials have 
appreciated the significance of bank 
names to the public ever since the pas- 


317 





318 


sage of the National Banking Act in 
1863. The realization of the significance 
of bank names and certain phrases in ad- 
vertising has more recently become 
greater until there now exist four sources 
of control from which restrictions have 
emanated concerning the names of banks 
and the uses which may be made of cer- 
tain words mentioned above. These 
sources are: 

1. The National Banking Act and In- 
structions of the Comptroller of the Cur- 
rency; 

2. Special Acts of Congress; 


3. Rulings of the Federal Reserve Board; 
4. State laws. 


The state banking laws restrict the 
uses of the words “bank,” “savings bank” 
and “trust company,” and impose vari- 
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contain the word “National” or be fol- 
lowed by the letters “N. B. A.” (Na- 
tional Banking Association). In the 
“Instructions” for 1928, the Comptroller 
merely said that “The title of the bank 
should include the word ‘National.’” 
(The Comptroller further pointed out 
that “the law does not permit use of 
the words ‘Federal,’ ‘United States’ or 
‘Reserve’ as part of the title,” as ex- 
plained below.) 


SPECIAL ACTS OF CONGRESS 


The National Banking Act and the 
instructions of the Comptrollers of the 
Currency provide for those things which 
the names of national banks should in- 
clude but fail to specify those uses of the 


“Legislators and banking officials have appreciated the signifi- 
cance of bank names to the public ever since the passage of the 
National Banking Act in 1863. The realization of the significance 
of bank names and certain phrases in advertising has more recently 


become greater until there now exist four sources of control from 
which restrictions have emanated concerning the names of banks 
and the uses which may be made of certain words.” 


ous penalties for violations thereof. In 
view of the heterogeneity of the details 
of the state laws, they are arbitrarily ex- 
cluded from this discussion of the emana- 
tions from the other sources. 

NATIONAL BANK ACT RESTRICTIONS 

The National Bank Act, as amended 
June 10, 1864, provided that persons de- 
siring to form a national banking asso- 
ciation should “make an organization 
certificate,” this certificate to state, 
among other things, “The name assumed 
by such association; which name shall 
be subject to the approval of the Comp- 
troller of the Currency.” The Comp- 
trollers of the Currency have from time 
to time issued “Instructions Relative to 
the Organization and Powers of National 
Banks,” in some of which they have 
stated that the name proposed should 


word “national” which are contrary to 
the spirit of the Act and instructions of 
the Comptrollers. A bill was enacted as 
early as 1873 which prohibits “from 
using the word ‘national’ as a portion of 
the name or title” all banks not or’ 
ganized under the National Banking Act, 
“except savings banks” duly authorized 
by Congress to use the word. The Act 
of 1873 further provides a penalty of 
fifty dollars “for each day during which” 
any violation should be “committed or 
repeated.” 

In order to change the name or loca- 
tion of a national bank it was at first 
necessary for a bill to pass through Con- 
gress, but this very early proved burden- 
some because of the relatively large num- 
ber of changes proposed. Congress en: 
acted a measure in 1886 giving to the 
Comptroller of the Currency jurisdic’ 
tion over changes of name and changes 
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of location “to any other place within 
the same state, not more than thirty 
miles distant.” In each case, a “vote of 
shareholders owning two-thirds of the 
stock” of the bank is required. 

The establishment of the Federal Re- 
serve System brought enhanced prestige 
to our banking structure and gave new 
connotations to the words “Federal” and 
“reserve.” Passage of the Federal Farm 
Loan Act in 1916 contributed additional 
significance to the word “Federal.” Con- 
sequently, it is not surprising that nu- 
merous instances arose almost immedi- 
ately in which unscrupulous persons 
sought to convey false impressions and, 
also, in which conscientious persons 
made such use of the words that unin- 
tentional deception could scarcely fail 
to ensue. 


FEDERAL RESERVE RESTRICTIONS 


A bill “to limit the use of the words 
‘Federal’ and ‘reserve’ was introduced 
into Congress as early as 1916. From 
1916 to 1926, several attempts were 
made to provide such legislation and, as 
a result of numerous complaints, the 
matter received the attention of the Fed- 
eral Reserve Board to such an extent 
that it issued several rulings on the mat- 
ter and advocated remedial legislation. 
Congress finally passed a measure which 
became a law May 24, 1926, when it 
was approved and signed by the Presi- 
dent. Summarily, the act provides: 

First, that no business concern not or- 
ganized under the Federal Farm Loan 
Act of July 17, 1916, shall (a) “adver- 
tise or represent that it makes Federal 
farm loans”; (b) “offers for sale as Fed- 
eral farm loan bonds any bonds” not 
properly issued as such; and (c) should 
“make use of the word ‘Federal’ or the 
words ‘United States’ or any other word 
or words implying Government owner- 
ship, obligation or supervision in adver- 
tising or offering for sale” any securities 
“not issued by the Government” or un- 
der some act of Congress. 

Second, no financial organization, in- 
cluding insurance, factorage and in- 
demnity concerns, “shall use the words 
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‘Federal,’ ‘United States’ or the word 
‘reserve’ or any combinations of such 
words” with certain exceptions, of 
course, such as the Federal Reserve 
Board, the Federal Farm Loan Board, 
et cetera, and organizations “actually en- 
gaged in business under such name or 
title prior to the passage” of the act. 

Third, no banking organization which 
is not a member of the Federal Reserve 
System shall advertise in any way that 
it is such member or use any sign or 
symbol to convey such impression. 

Fourth, any organization violating the 
act becomes guilty of a misdemeanor and 
subject to a fine not exceeding one thou- 
sand dollars, and any person, or any 
oficer of an organization, violating the 
act or acquiescing to any violation be- 
comes guilty of a misdemeanor and 
liable “to a fine of not exceeding one 
thousand dollars or .imprisonment not 
exceeding one year, or both.” Viola- 
tions of the act “may be enjoined by the 
United States district court having juris- 
diction, at the instance of any United 
States district attorney, any Federal land 
bank, joint-stock land bank, Federal Re’ 
serve bank, or the Federal Farm Loan 
Board or the Federal Reserve Board.” 

Fifth, any portion of the act adjudged 
illegal by any court of competent juris- 
diction shall not affect the remainder of 
the act. 


FEDERAL RESERVE RULINGS 


Efforts of member banks and especially 
non-member banks to capitalize upon all 
ralationships with the Federal Reserve 
System, no matter how detailed or how 
far removed, in order to obtain prestige 
accruing from membership and such re- 
lationships have caused the Federal Re- 
serve Board considerable difficulty. The 
board has issued a number of letters, in- 
formal rulings, and formal rulings de- 
fining from time to time the sphere 
within which it is proper for banks to 
use certain words in advertising. Perusal 
of these statements leads to discernment 
of several clearly-defined principles es- 
tablished by the board, despite some 
vacillation during the development of the 
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system and formulation of policy. For 
sake of brevity these principles are very 
summarily stated below. 

A. A member bank of the Federal 
Reserve System, “may properly adver- 
tise the fact of its membership and the 
nature of the advantages which is actu- 
ally enjoys as a result of that member- 
ship” so long as such advertising is not 
“calculated to mislead the public or 
which may unintentionally have that 
effect.” 

B. The board, in a summary of its 
attitude toward advertising rendered in 
1923, reiterated its earlier disapprovals 
of advertisements containing “the state- 
ment that member banks are ‘under 
Federal control,’ that their business is 
‘carried on under personal supervision 
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serve Bank.” A short time later, the 
expression, “Non-member depositor of 
the Federal Reserve Bank, through 
which checks on this bank are collec 
tible,” was recommended in preference 
to the phrase which had been earlier 
recommended. 

E. A ruling of the board rendered in 
1920 held that a state member bank 
“may properly advertise that it is subject 
to government or federal supervision, 
but, in so far as the phrase ‘Government 
protection’ implies more than supervi- 
sion, the board believes that that phrase 
is inapt and not justified by the terms 
of the law.” In the 1923 summary of 
its attitude toward advertising, the board 
reversed its position on this point, dis- 
approving advertisements by state banks 


“Efforts of member banks and especially non-member banks to 
capitalize upon all relationships with the Federal Reserve System, 
no matter how detailed or how far removed, in order to obtain 
prestige accruing from membership and such relationship, have 


caused the Federal Reserve Board considerable difficulty. The 
board has issued a number of letters, informal rulings, and formal 
rulings defining from time to time the sphere within which it is 
proper for banks to use certain words in advertising.” 


of state and national authorities,’ or that 
‘our membership in the Federal Reserve 
System means guaranteed safety.’ ” 

C. The board objects to signs in 
windows and printing on letterheads 
reading “Deposits have Government pro- 
tection,” or “This bank has Government 
protection.” In stating its objection the 
board suggested instead “that a sign 
reading “Member of the Federal Re- 
serve System’ offers depositors all the 
protection and facilities offered by mem- 
bership.” 

D. The board in 1917, with a note 
of reluctance in the letter, approved the 
use of the phrase “Clearing member of 
the Federal Reserve Bank” by non-mem- 
ber banks. This approval was retracted 
the following year and the board recom- 
mended instead the words “exchange 
and collection agent of the Federal Re- 


to the effect “that they are subject to or 
under government or federal supervi- 
sion, or supervision of the Federal or 
United States Government.” Advertise- 
ments to the effect that state bank 
“membership in the Federal Reserve 
System gives ‘double security’ or ‘double 
protection’ are misleading” as is also the 
case with such advertisements of na’ 
tional banks. Advertisements of a state 
member bank should not use “the word 
‘national’ to describe the supervision to 
which it is subjected by reason of its 
membership in the Federal Reserve Sys’ 
tem.” 

F. An opinion of counsel rendered 
in 1915 to the Federal Reserve Board 
held that ‘national banks should not be 
permitted to advertise themselves as 
‘savings banks,’” but, in view of the 
fact that they are allowed to receive 
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savings deposits, “the right to advertise 
for such accounts would seem to be a 
necessary incident to its exercise.” 

G. A national bank which has re- 
ceived permission from the Federal Re- 
serve Board to exercise trust powers 
may, with the permission of the Comp- 
troller of the Currency, “use the words 
‘trust company,’ as a part of its cor- 
porate name, and to advertise 
that it is engaged in the business of a 
trust company.” This right was chal- 
lenged but sustained in 1920 in the 
United States District Court for the 
Western Division of the Western Dis- 
trict of Missouri. 

H. A mortgage corporation adver- 
tised in 1929 that 


Representatives of the Comptroller of the 
Currency, the very people who issue national 
bank notes, make regular periodical examina- 
tions of the trust which secures 
Mortgage Corporation bonds. 


The inference, of course, was that the 
quality of the mortgages pledged with 


the trustee received examination instead 
of the trust company as a_ business. 
Therefore, this statement of the adver- 
tisement was held by the Federal Re- 
serve Board “to be misleading” and 
intervention of the Department of Jus 
tice terminated the case. 


CONCLUSION 


The preceding discussion shows that 
Federal laws and Federal Reserve Board 
tulings definitely establish the policy to 
be followed by banks in the use of cer- 
tain words in bank names and in ad- 
vertising. Severe penalties have been 
established for violation of the laws per- 
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taining to these topics. The primary 
purposes in enacting these laws and pro- 
pounding these principles have been to 
prevent deception of a relatively unin- 
formed public and thereby to enhance 
the prestige of the banking system. 

Without doubt these laws and prin- 
ciples currently suffer violations, inten- 
tional and unintentional. Bankers who 
find themselves innocently violating 
them may readily enhance the efficacy 
of the principles by altering their prac- 
tices and may also bring the attention 
of fellow-bankers to equally innocent 
violations. Wilful violations should be 
brought to the attention of the Federal 
Reserve agent of the particular district 
or of a United States district attorney. 
Co-operation of bankers in this as in 
other matters will soon reduce the num- 
ber of violations and greatly enhance the 
advertising value of membership in the 
Federal Reserve System. 

Establishment of the above-mentioned 
laws and principles may be regarded by 
some bankers as evidence of an avowed 
purpose of Congress and the Federal 
Reserve Board to suppress bank adver- 
tising. This is decidedly not the case 
On the other hand, these officials are 
quite willing that banks advertise, but 
impose these restrictions in order that 
advertising may be truthful rather than 
misleading. Just as these laws and prin- 
ciples seek to prevent deception of the 
public, so they are designed to expedite 
utilization of the numerous opportuni- 
ties to advertise which are available to 
national banks because of national bank 
charters and to national and state mem- 
ber banks because of membership in the 
Federal Reserve System. 
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The American public looks on 
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equipment for office desks. In 
the home, “telephones wherever 
needed” is the modern idea. And 
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people have learned to depend on 
the ever handy public telephones. 

In making service so easily 
available the Bell System has 
increased telephone use and di- 
versified its sources of revenue. 


Bell System investors know that 
behind their securities is a pro- 
gressive concern, selling an es- 
sential service. They know that 
regular dividends have been paid 
for 50 years. 
The System’s 
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telephone property for the pro- 
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booklet, “Some Financial Facts’? 
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Standardizing Bank “Selling” Prices 


Although Banks Cannot Practicably Establish Arbitrary Standards 
of Value, They Should Have a Standardized 


Cost Finding 


Procedure for 


By T. Jj. 


the one which likens deposits to raw 

merchandise purchased, and loans 
and other investments to sales—we must 
regard the services rendered to deposi- 
tors as the purchase price of the raw 
merchandise. This “price,” as presented 
to the depositor, is expressed in terms 
of balance and activity; that is, the de- 
positor is given to understand that there 
is a certain ratio of account activity to 
maintained balance at which the bank 
can accept the account—can purchase 
the raw merchandise. 

That this price varies from locality to 
locality to a degree unparalleled by that 
of any other merchandise is one of the 
curious facts which set banking apart. 
Nation-wide retail concerns whose mer- 
chandise prices vary anly a few cents 
from section to section must wonder not 
a little at the conflicting values placed 
by their depository banks on identical 
accounts. A minimum balance and 
maximum activity considered satisfac- 
tory by one depository bank are con- 
sidered quite the reverse by another; 
and often the latter bank makes it plain 
that if a larger balance or a sufficient 
monthly charge cannot be arranged the 
bank is entirely reconciled to parting 
with the account. 

This condition might have been all 
right in the happy past, when neither 
bank nor customer seemed aware of pur- 
chase price and devoted all their atten- 
tion to selling price—loan rates. How- 
ever, it is not likely that such a situation 
can persist in purchase price any more 
than it could have in selling price. A 
fairly standard level of values is bound 
to arrive, because the character of the 
industry is becoming such that deposi- 


I we are to use a hackneyed simile— 
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tors will more and more be aware of and 
influenced by “price.” 


ARBITRARY STANDARDS IMPRACTICAL 


Naturally it is not practical for 
organized banking to attempt to estab- 
lish arbitrary standards of value. Such 
standards, in order to satisfy all banks, 
would have to demand of accounts a 
condition of balance and activity which 
would enable the most inefficiently 
operated bank to make a profit. Compe- 
tition, balanced against the desire for a 
maximum profit, will ultimately estab- 
lish the standards of balance-activity 
ratios which will be expected of ac- 
counts. The less efficient banks, being 
unable to demand more favorable bal- 
ance-activity ratios without losing the ac- 
counts, will necessarily improve operat- 
ing efficiency or stand the loss. The final 
picture, it seems, is a situation where 
the key banks set the standards, with all 
the others making more or less profit, 
according to their ability and local 
operating conditions. 

Already, many “country banks” are 
accepting (perhaps unconsciously) the 
values employed by their city corre- 
spondents, in that they are using their 
city correspondents’ per-item cost figures 
in the analysis of accounts. It is obvious 
that such analysis does not disclose the 
value of the account to the smaller bank, 
but merely shows what it would be 
worth to the key bank. 

Many banks which have undertaken a 
finding of per-item operating costs have 
then sought to compare their findings 
with those of other banks. There they 
have encountered a great deal of difh- 
culty in that the methods of finding costs 
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and income rates vary to such an extent 
that comparisons of final figures are 
meaningless. 

Though it is evident that standardiza- 
tion of “prices” (the ratio of balance to 
activity which must be required of ac- 
counts) is a matter for natural adjust- 
ment, the fact remains that the neces- 
sary standardization of procedure in 
valuing accounts is to be achieved only 
through conscious endeavor. By stand- 
ardization of procedure the writer does 
not mean uniformity in the superstruc- 
ture of account analysis, but merely a 
uniformity in the methods of arriving at 
the basic rates. 

There are any number of different 
methods of analyzing accounts (the 
writer has outlined his favorite method 
elsewhere), but this variety of forms is 
not necessarily undesirable. Certainly 
it permits each bank to select the method 
which fits its own accountancy with the 
least friction. This discussion, then, is 


a consideration of basic rates, rather 
than an explanation of any system of 


analysis with all its forms, charts, and 
so on. If the methods employed in the 
basic rate finding are uniform, a com- 
parison of rates among banks can be of 
great value to all concerned. For one 
thing, it might be the means of disclos- 
ing those operating methods which must 
be revised if all banks are to operate 
profitably when forced to assume the 
“prices” established by the key banks. 
* * * 


INASMUCH as the standardization of 
rate-finding procedure is desired in order 
that the banks may accurately compare 
results, we must be careful not to carry 
the standardization to such lengths that 
this purpose is defeated, or that the orig- 
inal aim of the finding, account analysis, 
is forgotten. On the face of it, this may 
seem paradoxical, but there is one case 
in particular where such a situation 
arises; namely, in the treatment of the 
item “rent.” 


QUESTION OF RENT ITEM 


Were both classes of banks, renters 
and owners, to include in their per-item 


cost make-up only the expense account, 
the renter banks, other things being 
equal, would naturally arrive at a higher 
per-item cost, rendering useless (if in- 
teresting) a comparison of their findings 
with those of the owner banks. On the 
other hand, if the owner banks were to 
add a theoretical rent figure to their ex- 
pense account, in finding per-item costs, 
the comparison of final rates would still 
be futile from the viewpoint of the 
renters, their interest being in the in- 
fluence of actuab rent on per-item costs. 
(Incidentally, owner banks using a 
“rent” figure would have to deduct tax 
and maintenance costs which are not 
borne by renters.) And, at the same 
time, the owner banks would have per- 
mitted an inaccuracy to creep into their 
account analysis. 

Account analysis, as it is generally 
practiced, is designed to determine 
whether given accounts maintain sufh- 
cient net balances to cover the expenses 
of handling the accounts, not to deter- 
mine whether they also pay a certain 
rate of profit on the capital invested in 
the bank. In the case of owning banks, 
the banking house is a capital invest: 
ment; and any theoretical rent is return 
on this capital investment. If any ele- 
ments of profit or income on capital in- 
vestment are to be injected, why not all 
of them, with a complete change in the 
character of account analysis? Under 
those circumstances, the question would 
arise: what rate of profit is to be ex 
pected from the capital investment neces- 
sary for handling accounts, and on what 
basis is it to be computed—on a basis of 
balance, or of activity? To attempt to 
obtain the proper relation of this “profit” 
to the profits expected of other func: 
tions of the bank would require a “cost” 
accounting so involved that standardiza- 
tion of procedure would be impossible. 

We might possibly standardize the 
methods of apportionment of actual ex’ 
penses, but it is not conceivable that an 
appreciable number of banks could be 
persuaded to handle theoretical figures 
on a uniform basis. The range of values 
left to discretionary determination is too 
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great. Renting banks naturally expect 
a larger proportionate expense account, 
for which they are compensated by a 
larger share of capital funds free for in- 
vestment elsewhere than in building. 
Therefore, it would seem that whatever 
is realized in the standardizing of cost 
accounting procedure, there should be 
no undue attempt to reconcile the figures 
of owning and renting banks; nor should 
any great value be expected from a 
comparison of rates between the two 
groups. 

If we can agree that the expense ac- 
count alone (including the plant depre- 
ciation and maintenance costs, which 
are sometimes handled separately) is to 
be the basis of cost rates, the greatest 
step toward standardization. of this one 
factor in analysis is accomplished. Any 
further step must be made with the 
thought in mind that we do not wish 
to interfere with the superstructure, the 
actual account analysis as practiced by 
the individual banks. One form of ex- 
pense distribution can be used satisfac- 


torily by all, if the underlying basis is 
a distribution of time percentages; that 
is, the apportionment of expenses (to 
the different classes of items or services) 
within the departments on a basis of 
time rather than on a basis of quantity 


handled. Then, these costs-per-class 
would be accumulated and divided by 
the quantity, per-class, handled by the 
bank as a whole. Thus there would be 
portions of time left undistributed by 
the banks accounting for only a few 
services; while other banks, accounting 
for all services, would distribute all time. 
And the per-item costs of those services 
found in common by all banks would 
have a mutual basis, permitting accurate 
comparison. If any bank wished to em- 
ploy a sliding scale of item rates, to en- 
courage large accounts, the basic rate 
trom which the scale was formed would 
be the rate qualified for comparison with 
tnat of another bank. 

Other basic factors of account analysis 
are even further from anything like 
standardization of procedure. Specifi- 
cally, these are the three rates: “return 
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on loanable balance,” “general over- 
head,” and “loaning overhead.” 


OVERHEAD RATES 


As for the overhead rates, the usual 
practice is to combine the two, and, in 
the analysis, figure each account's “over- 
head” on the basis of average book bal- 
ance. I wonder how that practice can 
possibly be justified. Certainly the loan- 
ing overhead cannot be based on the 
book balance, when the loanable balance 
(after deducting float and reserve) can 
vary from nothing to perhaps 90 per 
cent. of the book balance. If the two 
rates must be combined (and they must 
not), it would be much more logical to 
find them and apply them on the basis 
of loanable balance. However, they 
should be found, and applied, sepa- 
rately: loaning overhead on the basis of 
loanable balance, and general overhead 
on the basis of activity Does a balance 
of $5000 necessarily imply that that ac- 
count uses more of general overhead 
than an account of $500? On the other 
hand, does not the customer who uses 
more of the bank’s facilities, deposits 
oftener, spends more time in the lobby, 
really use more of the “overhead,” re- 
gardless of his balance? It seems, then, 
that the general overhead should be dis- 
tributed to the various items along with 
the other expenses, and applied on the 
basis of activity. Perhaps those who 
compute overhead on the basis of book 
balance have in mind a “safe-keeping 
overhead,” considering certain expenses 
chargeable to the protection of balances; 
but if that is the case they should call it 
“safe-keeping overhead” and not con- 
fuse it with other overheads. 


INCOME RATE 


For income rate, some banks employ 
the average current loaning rate, on the 
theory that all deposits, less reserves, are 
reflected in loans and discounts. Others 
arrive at the average investment income 
rate, or the rate received on earning 
assets. 

This subject, too, has high potentiali- 
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BACK OF YOUR CHECK stands 
your bank—strong and stable. That your 
check may reflect your standing ade- 
quately and accurately it should be made 


on La Monte National Safety Paper .. . 
instantly identified by its wavy lines . . . 
instantly appreciated for its safety, color, 
crispness. 

George la Monte & Son, 61 Broad- 
way, New York City. Also branch offices 
in Chicago, Cleveland, Kansas City, St. 
Louis, Atlanta, Dallas, San Francisco, and 
Baltimore. 


LA MONTE NATIONAL SAFETY PAPER 


FOR CHECKS « Identified by wavy lines 


ties for controversy, and perhaps we can 
stir up a discussion by expressing an 


opinion. Does it not seem that, whereas 
this income rate (as applied to account 
analysis) is intended to reflect the earn- 
_ings of loanable deposits, it should be 
based on the smallest total working funds 
of which deposits are an indistinguish- 
able part? By “working funds” earning 
assets alone are not meant, because even 
if we should assume that all net deposits 
are reflected in earning assets, the fact 
remains that unemployed funds (even 
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above those deducted as reserve) are 
made necessary by and maintained 
chiefly for deposit funds. To compute 
the “income from loanable balance” from 
only the earning assets, then, would be 
to obtain a rate which was considerably 
higher than the just one. (We are not 
interested in the possibilities of income, 
but the actual income from loanable bal- 
ance.) The true income is naturally 
tempered by the unemployed funds 
above those we deduct as reserve on the 
analysis; so, as they require active ad- 
ministration, we consider them part of 
“working funds”’—at least that portion 
of them which cannot be attributed. to 
specific liability items other than deposits. 
Thus, by deducting from total resources 
items which are clearly traceable to 
capital funds alone, and by deducting 
unemployed funds up to but not exceed- 
ing reserve requirements, and by disre- 
garding the “wash” accounts (which 
offset specific liability items other than 
deposits), we arrive at the smallest total 
of which deposits are an indistinguish- 
able part. The income from investments 
and balances carried with banks which 
make up these working funds, divided 
by the total funds, indicates the income 
rate to be applied to loanable deposits. 

From this same “working fund” we 
find the rate of “loaning overhead” by 
dividing the expenses incident to keep- 
ing the funds employed by the total 
“working funds.” 

In fact, if the proper relationship is 
to be maintained between the several 
factors making up the account analysis, 
three rates—(a) income from loanable 
balance, (b) loaning overhead, and (c) 
reserve deduction—should be found 
from the same computation. 
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DIRECTOR’S NOTE TO CORRECT 
IMPAIRMENT OF BANK’S 
CAPITAL COLLECTIBLE 
BY RECEIVERS 


Williams v. Barringer, Supreme Court 
of South Carolina, 158 S. E. Rep. 735 


pene director who gives a note 


to make an appearance of assets so 
as to enable the bank to continue 
business, it being understood that he 
would not be held liable on the note, is 
estopped, upon the insolvency of the 
bank, to allege want of consideration. 
The note is collectible by the bank’s re- 
ceivers. 

Action by Ashton H. Williams and 
others, receivers, against W. R. Bar- 
ringer. Judgment for plaintiffs, and de- 
fendant appeals. 

Affirmed. 


OPINION OF THE COURT 


The order of the circuit judge was as 
follows: 

This case comes before me upon a 
stipulation waiving the right of trial by 
jury; and, in accordance with agreement 
entered into between counsel in open 
court, testimony was taken, argument 
made, and the issues of law and fact 
thereupon submitted for determination. 

The Palmetto Bank & Trust Com- 
pany, when it closed in November, 
1928, had among its assets a note for 
$9462, made by W. R. Barringer to 
the hank, of date December 15, 1927; 
this being a renewal of note originally 
given in March, 1925. The receivers 
demanded payment. This being refused, 
suit was brought for the face amount 
of the note, interest, and attorney’s fees. 

The defense to the note is that it was 


given without consideration, purely for 
the accommodation of the bank, and 
with the understanding that defendant 
would not be required to pay it. It is 
also contended that the original note, of 
which this is a renewal, was made by 
defendant, as a director of the bank, 
pursuant to agreement between himself 
and other directors that “each director 
should lend and contribute to the bank, 
for its benefit, a certain amount,” aggre- 
gating $25,000; the number of shares 
held by each director furnishing the 
basis of determining the amount that 
he was called upon to contribute. 

The note is, however, an uncondi- 
tional promise to pay, appearing upon 
its face to have been given the bank for 
valuable consideration, without restric- 
tion as to its use, and manifestly in- 
tended to be treated, so far as the bank 
examiner's reports and the bank’s pub- 
lished statements were concerned, as a 
part of the assets of the bank. 

The principle is firmly established in 
this state that, when the parties have 
reduced their contract to writing, the 
court can only look to the terms with 
which the parties have expressed their 
intention in such writing. Lagrone v. 
Timmerman, 46 S. C. 411, 24 S. E. 290; 
Blackwell v. Faucett, 117 S. C. 60, 108 
S. E. 295; Stalnaker et al. v. Tolbert, 
121 S. C. 437, 114 S. E. 412; Carolina 
National Bank v. Wilson, 153 S. C. 
251, 150 S. E. 765. In Arthur v. Brown, 
91 S. C. 316, 74 S. E. 652, the de- 
fendant sought to show that he signed 
the note there in question upon the con- 
dition that he was not to be held liable 
thereon, and that he placed the letter 
“C” after his signature to indicate the 
condition that he was not to pay. The 
testimony was held inadmissible on the 
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ground that one cannot “make in writing 
a promise to pay” and then prove by 
parol evidence that the written promise 
was not a promise. 

The circumstances under which the 
original note was given—to make an 
appearance of assets so as to enable the 
bank to continue business—estops the 
maker upon the insolvency of the bank 
to allege want of consideration. Morse 
on Banks & Banking (6th Ed.) footnote 
on pages 1313, 1314, citing Streeter v. 
Junker, 230 Ill. App. 366. The reason 
of this rule is well stated in Bohning v. 
Caldwell (C. C. A. 5th Circuit) 10 F. 
(2d) 298, 299: 

“There could be no doubt that, in the 
circumstances, there was sufficient con- 
sideration for the original note. The 
makers were directors of the bank and 
stockholders, and they had a substantial 
interest in trying to save the honk from 
‘ajlure, and themselves ; “ 
holders from assessmene 
stock. Furthermore, the funds derived 
from the discount of the note increased 
the assets of the bank in which they 
were interested. The note imports con- 
sideration, and they are estopped to deny 
it. The weight of authority supports 
this conclusion. 4 

“As the original note was undoubtedly 
a valid obligation, the execution of the 
renewal note was not a novation of the 
original debt, and made no change in 
= 


' 
" Si 


An examination of the Palmetto Bank 
& Trust Company, made as of Decem- 
ber 6, 1924, by the state bank examiner, 
in co-operation with the examiner of the 
Federal Reserve Bank, estimated losses 
on account of doubtful and worthless 
assets at $105,201.16; thus wiping out 
the surplus shown on the books of the 
bank and impairing its capital to the 
extent of $76,889.88. As to the condi- 
tion of the bank, the report said: “It 
will be necessary for directors and stock- 
holders to pay in the above impairment 
immediately and the surplus account 
should be restored.” 

Mr. Barringer, deeply interested in the 
bank as president, member of the board 
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of directors, and large stockholder, had 
a conference with Deputy Governor 
Pebbles of the Federal Reserve Bank, 
Richmond, Va., on December 29, 1924, 
to discuss the whole situation and ask 
for the suggestions of the Reserve Bank 
as to the proper course to pursue. The 
suggestions made, the understanding ar- 
rived at, and the steps taken as a result 
of the conference are evidenced by 
letters passing between the Reserve Bank 
and the Palmetto Bank & Trust Com- 
pany. The steps taken to correct the 
impairment of capital are also reflected 
in the bank examiner’s report of May 
21, 1925, where a “special reserve” 
item of $50,000 is explained as “allowed 
to be set up from building to cover 
losses and doubtful in F. & M. Bank 
assets.” There is also a notation show- 
ing that on March 16, 1925, various 
items of loans aggregating $25,000 were 
charged out of loans and discounts, and 


r tlat these listed items “were cared for 


vy a credit of $25,000.00 to loans and 
discounts on same day” made up by cash 
contributions and notes received from 
directors of the bank, and that “the 
items charged off were turned over to 
the contributing directors to collect 
what they could and reimburse them- 
selves.” 


Clearly applicable to this situation is 
the language employed by the court in 
Arthur v. Brown, 91 S. C. 316, 74 S. 
E. 652, 654: “Having entered into this 
scheme, it seems evident beyond argu- 
ment that the defendant cannot be al- 
lowed to say that the apparent liability 
was not a real liability.” It is not at all 
important whether the bank paid inter- 
est to the directors contributing cash or 
did not require the payment of interest 
from Mr. Barringer and the other direc- 
tors who put in their notes. The Bar- 
ringer note coming into the hands of 
the receivers of the closed bank is col- 
lectible by them according to its terms. 
The note became due and payable at its 
maturity date, and interest as provided 
in the note is collectible from and after 
such date. The defendant is also sub- 


ject under the terms of the note to pay 
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a reasonable attorney’s fees, and the 
sum of $ is allowed as a reasonable 
fee to be paid plaintiff's attorneys in 
this action. 

The defendant has applied for leave 
to file a supplemental answer alleging 
that the matters involved in this case are 
so related with the matters involved in 
the case of Jack Wright, Plaintiff v. 
Charlie Nofal et al., Defendants, which 
case involves the question of the stock 
liability of defendant, his son and 
daughter, and one of his business asso- 
ciates, that the said cases should be con- 
solidated, and, since they are tried with- 
out a jury, settled and determined by 
one order in which the defendant should 
be permitted to utilize the amount of 
the note involved in this action as a part 
of and in settlement for his stock liability 
to the bank. The application must be 
refused. The case is brought as an ac’ 
tion at law, and the proposed supple- 
mental answer does not state facts sufh- 
cient to constitute a defense to the 
action. Nor has the court any power 
to consolidate this action with the stock- 
holders’ action, since different parties 
and different rights are involved. 

It is therefore ordered and adjudged 
that plaintiffs have judgment against the 
defendant, W. R. Barringer, for the 
amount of $9462, with interest at 8 per 
cent. from December 15, 1928, and $500 
as attorney’s fees. 


COTHRAN, J.—The order for judg- 
ment of his honor, Judge Dennis, is 
satisfactory to the court. Accordingly, 
the judgment of the circuit court is 


afirmed. 


GENERAL DEPOSIT NOT TRUST 
FUND WHERE OFFICERS 
BELIEVE BANK 
SOLVENT 
Burgess, Treasurer v. Forshar, Supreme 
Court of Michigan; 236 
N. W. Rep. 853 


In order that a general deposit shall 
be treated as a trust fund, it must appear 
that the officers knew that the bank was 
hopelessly insolvent. 

Where the officers of a bank expected 
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to receive such assistance as would in- 
crease its reserve to the requisite amount 
and believed that withdrawals would’ 
not necessitate the closing of the bank, 
a general deposit cannot be regarded as 
a trust fund giving to the depositor a 
preference over other depositors and 
creditors. 

Appeal from Circuit Court, Sanilac 
County, in Chancery; Xenophon A. 
Boomhower, Judge. 

Action by Guy H. Burgess, Treasurer 
of Marion Township, against John N. 
Forshar, receiver of the State Bank of 
Deckerville, succeeded by Leon O. 
Wentworth, receiver. From a decree 
dismissing the bill, plaintiff appeals. 

Affirmed. 


OPINION 
SHARPE, J.—The State Bank of 


Deckerville closed its doors and ceased 
to do business on January 5, 1927. On 
February 11th, the circuit court for the 
county of Sanilac, in chancery, ap’ 
pointed a receiver for said bank. The 
defendant Leon O. Wentworth is now 
acting as such. The plaintiff was trea- 
surer of the township of Marion, in that 
county, in 1926 and 1927. During the 
latter part of December, 1926, and on 
January 3 and 4, 1927, he made deposits 
in the said bank to the amount of about 
$5000. It is his claim that the officers 
of the bank, at the time his deposits were 
accepted, knew that it was insolvent, 
and in the bill of complaint here filed on 
December 3, 1927, he seeks to have 
these moneys declared to be held in 
trust and to be a preferred claim in the 
disbursements of the receiver. 

The proofs were taken in open court, 
after which a decree was entered dis- 
missing the bill. Plaintiff has appealed. 

The acceptance of deposits by a bank 
is a representation of its solvency. Its 
customers have the right to expect that 
their checks will be honored when pre- 
sented for payment. But, in order to 
do business, the bank must make loans 
of the moneys so deposited at an inter- 
est rate which will insure it a profit over 
and above its operating expenses. Ap- 
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plications for loans and the security 
offered therefor must be passed upon by 
its officials. There is a limitation on the 
amount of such loans by the reserve 
which the law requires to be maintained 
to meet withdrawals. That the reserve 
may fall below the requirement is not 
in itself proof of insolvency. The duty 
then devolves upon its officials to secure 
funds by the collection of the loans 
made, or from other sources to meet the 
deficiency. If unable to do so, the bank 
is insolvent, and may be closed by the 
state banking commissioner. But, before 
such action is taken, in order that a 
general deposit shall be treated as a trust 
fund, it must appear that the officers 
had no reasonable hope or expectation 
that their efforts to place the bank on a 
sound financial standing would not 
prove successful. It must also appear 


to them that it is reasonably apparent 
that the bank will be unable to meet its 
obligations as they mature, and that sus- 
pens‘on of its business is inevitable; in 
other words, that it is hopelessly insol- 


vent. Our attention has not been called 
to any decision of this court, nor have 
we been able to find one, in which the 
identical question here presented was 
considered, although the opinions in 
Perley v. County of Muskegon, 32 
Mich. 132, 20 Am. Rep. 637; Stone v. 
Jenison, 111 Mich. 592, '70 N. W. 149, 
36 L. R. A. 675; and Commissioner of 
Banking v. Chelsea Savings Bank, 161 
Mich. 691, 125 N. W. 424, 127 N. W. 
351, may be read with profit. The rule 
stated is, we think a general one, and 
supported by the great weight of 
authority. See the cases reported in 
Steele v. Commissioner of Banks, 240 
Mass. 394, 134 N. E. 401, 20 A. L. R. 
1203; Raynor v. Scandinavian-American 
Bank, 122 Wash. 150, 210 P. 499, 25 
A. L. R. 716; and Washington Shoe 
Mfg. Co. v. Duke, 126 Wash. 510, 218 
P. 232, 37 A. L. R. 611, and the anno- 
tations appended thereto. 

The question here presented is, as 
stated by plaintiff's counsel: “Was the 
State Bank of Deckerville, to the knowl- 
edge of its officers, hopelessly insolvent” 


at the time these deposits were made by 
plaintiff? 

The trial court found that this bank 
had been reorganized in 1925 “and 
many thousands of dollars contributed 
to its capital.” He also found that at 
the time it closed “‘its assets, as shown by 
its records, amounted to about $100,000 
more than its liabilities.” In the opinion 
filed he said: “After the reorganization 
of the bank, the officers were of the 
opinion that the financial status of the 
bank was sound and that it would be 
able to carry on successfully, but, being 
a country bank, it had considerable 
money tied up in real estate and real 
estate mortgages. Real estate values 
were depreciating rapidly in the vicinity 
about that time; this was especially true 
of farm lands. It was difficult for the 
bank to realize upon its mortgages and 
the farmers, being in a financial slump, 
could not meet their obligations on notes 
to the bank. Notwithstanding these 
handicaps, the bank successfully met this 
condition and paid its obligations in the 
face of a steady withdrawal of its de- 
posits until the very hour it closed its 
doors. The officers and men in charge 
fully expected to be able to meet the 
unusual run on this bank, until word was 
received on the afternoon of January 
5, 1927, that the officers of the bank 
were unable to realize on their asscts to 
meet the emergency.” 

While the assets as shown were moire 
than the liabilities, the withdrawals were 
such as to keep the reserve below the 
legal requirements. This condition ex- 
isted for some little time before the bank 
closed, during which the officers were 
making earnest endeavors to dispose of 
securities. Fred j. Kemp, who had been 
cashier from September 1, 1925, until 
the bank closed, testified at length as to 
the efforts made to prevent a failure. On 
Monday, January 3d, he succeeded in 
getting a meeting of several: of the 
bankers in Sanilac, Huron, and St. Clair 
counties, at Port Huron, to consider the 
situation. His purpose was to induce 
them to pay cash for certain of the 
securities of the Deckerville bank, and 
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thus bring its reserve up to the require- 
ment. He testified that most of the 
bankers present agreed to do so, but 
their agreement was contingent upon 
the action of certain parties in Detroit. 
He was able to dispose of about $25,000 
of Liberty bonds, and increased the re- 
serve to that amount. He remained in 
Port Huron the next day, and on the 
5th, when he got to the bank, he found 
that there had been a “gradual with- 
drawal” of deposits during his absence, 
but all checks presented were cashed 
until after the noon hour, when he re- 
ceived a telephone call from Detroit in- 
forming him that they would not receive 
the aid they expected from that source. 
Soon thereafter the doors of the bank 
were closed and the state banking de- 
partment notified. Its suspension was in 
no way due to any unlawful act of its 
oficers or board of directors. The evi- 
dence, considered as a whole, we think 
justified the following statement by the 
trial court: “Under the state of facts as 
shown by the evidence in this case, it 
would appear to this court that where 
a bank continued to accept deposits and 
pay out deposits, even during a severe 
run on the bank, while the officers were 
fully expecting to meet the emergency, 
there cannot be said to be fraud in ac- 
cepting deposits in the usual course of 
business before discovering the emer- 
gency could not be met by the bank.” 

We cannot but conclude that until 
noon of January 5th the officers were 
hopeful, in fact had much confidence, 
that the bank would receive such assis- 
tance from other banks and men of 
means that its reserve would be increased 
to the requisite amount, and that the 
withdrawals would not necessitate the 
closing of the bank. 

It follows that the deposits made by 
the plaintiff, not being special (Perley v. 
County of Muskegon, supra), were not 
received by the bank under such cir- 
cumstances as to constitute a trust fund 
and give the plaintiff a preference over 
the other creditors of the bank as to 
them. The decree is affirmed, with costs 
to appellee. 
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RECOVERY OF PAYMENT ON 
FORGED BILL OF LADING 


American National Bank of Lawton v. 
J. Rosenbaum Grain Co., Supreme 
Court of Oklahoma, 299 
Pac. Rep. 447 


Under the Federal Uniform Bill of 
Lading Act, §§ 34, 36, a party taking 
up a draft and receiving a bill of lading 
from a bank for a purported carload of 
goods can recover the amount paid on 
discovering that the bill of lading is a. 
forgery. 

Appeal from District Court, Okla- 
homa County; Sam Hooker, Judge. 

Action by the J. Rosenbaum Grain 
Company and another against the 
American National Bank of Lawton. 
From an adverse judgment, defendant 
appeals. 

Affirmed. 


OPINION OF THE COURT 


LESTER, C. J.—The parties appear 
in the reverse order to that in the district 
court and for convenience will be re- 
ferred to as they appeared there. 

The Donahoo Grain Company, by 
William Donahoo, drew a certain draft 
on the Pipes Grain Company of Okla- 
homa City and at the same time de- 
posited with the bank a certain bill of 
lading of a carload of wheat. Said draft, 
including the indorsements, reads as fol- 
lows: 


“Donahoo Grain Company, 
“Lawton, Okl., Dec. 22, 1921. 
“D. G. Co. 

“Pay to the Order of Citizens State 
Bank Thirteen Hundred and no/100 
Dollars, $1300.00 

“Car 128388 Wheat. 

“Value received and charge same to 
account of is 

“To Pipes Grain Co. 

“Grain Exchange Building, 

“Oklahoma City, Oklahoma. 

“Donahoo Grain Company. 
“By W. M. Donahoo.” 
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Stamped on back: 


“Pay to the order of Any bank, 
banker, banking or trust co., (all previ- 
ous indorsements guaranteed). The 
Citizens State Bank 86-76 of Lawton, 
Oklahoma. 86°76. T. R. Keegan, 
Cashier.” 


The Citizens’ Bank on the next day 
nationalized and became the American 
National Bank of Lawton. The bank 
through its correspondents received 
$1300 from the Pipes Grain Company 
and delivered the bill of lading to the 
Pipes Grain Company; and that ap- 
proximately thirty days after its pur- 
chase of said purported car of grain in 
transit to New Orleans, La., the Rosen- 
baum Grain Company discovered that 
the bill of lading was a forgery. 

This cause is by the Rosenbaum Grain 
Company against Pipes and the Bank, 
and on cross-petition Pipes against the 
bank. On trial judgment was rendered 
in favor of the plaintiff, and defendants 
appealed. 

It is conceded by both parties to the 
action that the main issue in this case 
involves the construction of sections 34 
and 36 of the Federal Uniform Bills of 
Lading Act (49 USCA §8§ 114, 116), 
which read in part as follows: 


“Section 34. A person who negotiates 
or transfers for value a bill by indorse- 
ment or delivery, unless a contrary in- 
tention appears, warrants—(a) That the 
bill is genuine; (b) That he has a legal 
right to transfer it; (c) That he has 
knowledge of no fact which would im- 
pair the validity or worth of the bill; 
(d) That he has a right to transfer the 
title to the goods, and that the goods 
are merchantable or fit for a particular 
purpose whenever such warranties would 
have been implied if the contract of the 
parties had been to transfer without a 
bill the goods represented thereby.” 

“Section 36. A mortgagee or pledgee 
or other holder of a bill for security who 
in good faith demands or receives pay- 
ment of the debt for which such bill is 
security, whether from a party to a draft 
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drawn for such debt or from any other 
person, shall not be deemed by so doing 
to represent or warrant the genuineness ° 
of such bill or the quantity or quality of 
the goods therein described.” 


The defendants on appeal cite several 
cases in support of their contention, but 
these cases are not based upon the Fed- 
eral act relating to bills of lading. 

In the case of Fort Worth Elevator 
Co. v. State Guaranty Bank, 93 OkI. 
191, 220 P. 340, which involves facts 
similar to the facts in the case at bar, 
it is held: “Where a bank receives from 
a party a draft with a bill of lading 
attached, and the bank gives the party 
credit for the amount, and then indorses 
the bill, and sends through his usual 
channel to the party on whom it is 
drawn, and the same is paid, and the bill 
proves to be a forgery, said bank is liable 
to the person paying the same for the 
amount paid by him.” 

The above case is approved by this 
court in the case of First National Bank 
of Heavener v. Kempner et al., 103 Okl. 
237, 229 P. 840, wherein the fourth 
paragraph of the syllabus states: “Under 
Act of Congress approved August 29, 
1916, §34 [49 USCA § 114] the per- 
son who negotiates or transfers for value 
a bill by indorsement or delivery, unless 
a contrary intention appears, warrants 
that the bill is genuine; that he has a 
legal right to transfer it; that he has 
knowledge of no fact which would im- 
pair the validity or worth of the bill; 
that he has a right to transfer the title 
to the goods, and the goods are mer- 
chantable or fit for a particular purpose 
whenever such warranties would have 
been implied, if the contract of the par- 
ties had been to transfer without a bill 
the goods represented thereby.” 

The defendant on appeal insists that 
there is a material distinction in the facts 
between the Fort Worth Elevator Co. v. 
State Guaranty Bank, supra, and the 
case herein, for the reason that the de- 
fendant bank herein did not pay out 
the money to Donahoo until the same 
had been received by the bank. We do 
not think this contention is material 
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under the Federal act, supra, wherein it 
is provided: “A person who negotiates 
or transfers for value a bill by indorse- 
ment or delivery, unless a contrary in- 
tention appears, wararnts—(a) That the 
bill is genuine; (b) That he has a legal 
right to transfer it; (c) That he has 
knowledge of no fact which would im- 
pair the validity or worth of the bill; 
(d) That he has a right to transfer the 
title to the goods, and that the goods 
are merchantable or fit for a particular 
purpose whenever such _ warranties 
would have been implied if the contract 
of the parties had been to transfer with- 
out a bill the goods represented thereby.” 

On authority of the hereinabove cited 
cases judgment is affirmed. 


BANK’S AGREEMENT TO PAY 
CHECKS USED IN PURCHASE 
OF COTTON 


Farmers’ & Merchants’ Bank v. Talley, 
Court of Appeals of Alabama, 
132 So. Rep. 871 


An agreement by a bank to pay checks 
drawn by a cotton buyer and issued in 
payment for cotton, the buyer agreeing 
to deliver to the bank at the close of 
each day the cotton tickets representing 
purchases made by him during the day, 
cannot be enforced by a person to whom 
the buyer delivered the checks in pay- 
ment for cotton, at least where it does 
not appear that such person received the 
checks in reliance upon the agreement 
between the bank and the cotton buyer. 

Action by G. O. Talley against the 
Farmers’ & Merchants’ Bank of Ft. 
Payne. From a judgment for plaintiff, 
defendant appeals. Reversed and re- 
manded. 

Certiorari denied by Supreme Court 
in Farmers’ & Merchants’ Bank v. Tal- 
ley, 132 So. 876. 


OPINION OF THE COURT 


RICE, J.—G. O. Talley, plaintiff in 
the court below, sold to one C. C. Cole, 
on December 20, 1928, four negotiable 
cotton warehouse receipts payable to 
order of bearer, and received from said 


Cole three checks drawn on Farmers’ & 
Merchants’ Bank, defendant in the court 
below. Said checks were dated Decem- 
ber 20, 1928, signed by C. C. Cole 
Cotton Company, which was the trade- 
name under which said Cole bought and 
sold cotton, and were as follows: One 
for the sum of $146.36, payable to the 
order of plaintiff, G. O. Talley; one for 
the sum of $84.25, payable to the order 
of T. B. Beck; and the other being for 
the sum of $77.05, payable to the order 
of Odis Hammonds. The checks pay- 
able to order of Beck and Hammonds, 
respectively, were duly indorsed by them 
in blank. The transaction in question 
took place at Ft. Payne, Ala., at which 
place the defendant bank is located and 
does business as a bank under the laws 
of Alabama. 

The plaintiff, Talley, took his checks 
to Collinsville, Ala., and there deposited 
the same with his bank, the First Na- 
tional Bank of Collinsville, Ala., and 
about the 25th or 26th of December the 
checks were returned to plaintiff by his 
said bank at Collinsville, unpaid, with 
notation that they were not paid by 
reason of insufficient funds. 

On December 31st, plaintiff took his 
said checks to defendant bank at Ft. 
Payne, presented the same at_ the 
cashier's window, and requested pay- 
ment, and payment was refused. 

The plaintiff brought this suit to re- 
cover the aggregate sum of said three 
checks, viz. $307.66, and the suit as 
originally filed was against said C. C. 
Cole and defendant Farmers’ & Mer- 
chants’ Bank, but by amendment the 
name of C. C. Cole was eliminated as a 
party defendant, and the trial resulted 
in a verdict for the plaintiff for the 
sum of $318.80, from the judgment on 
which defendant brings this appeal. 

It was without dispute in this case 
that, at the time of the transaction in 
question, C. C. Cole was engaged in the 
business of buying and selling cotton at 
Ft. Payne, Ala., on his own account, 
under the tradename of C. C. Cole 
Cotton Company, and that he main- 
tained an office in. the rear of defen- 
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dant’s bank, and that the sale of the 
warehouse receipts in question took place 
in said Cole’s office. 

It was the contention of plaintiff, on 
the trial of this case, that defendant 
bank had agreed with Cole that Cole 
could issue his checks drawn on de- 
fendant bank for cotton purchased by 
him during the day, and that the checks 
would be paid as an overdraft, and that 
at the end of each day’s business Cole 
was to deposit with the defendant the 
warehouse receipts purchased by him 
during the day as collateral security to 
protect the overdraft growing out of the 
payment of Cole’s checks on the de- 
fendant bank. 

On the other hand, it was the conten- 
tion of defendant that Cole had an ac- 
count with defendant as a depositor, and 
that it never at any time agreed with 
Cole that it would cash Cole’s checks in 
the manner as contended by plaintiff, 
and that the only agreement with Cole 
was that it would cash his checks if he 
had on deposit sufficient money with 
which to pay the checks, and that it 
would also cash his checks and carry the 
amount as an overdraft provided Cole 
had on deposit with defendant bank 
suficient number of warehouse receipts 
to protect the defendant in paying out 
checks as an overdraft. 

The case was submitted to the jury 
on three counts of the complaint, viz. 
counts 1, C, and D. 

Count 1 of the complaint was in sub- 
stantially the code form for money had 
and received, 

Both counts C and D, which are set 
out in the report of the case, appear to 
be based upon an agreement made be- 
tween one Cole, a cotton buyer, and 
defendant appellant, for “their mutual 
benefit,” whereby it was agreed that 
Cole should buy cotton during the day, 
issuing his checks therefor on defendant, 
and turning over to the defendant, at 
the close of each day’s business, the cot- 
ton receipts for the cotton purchased 
during that day, and that defendant 


would honor or pay said checks so 
issued. 
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The evidence was without dispute 
that, at the time the checks in question 
in this suit were presented to defendant 
bank for payment, Cole did not have on 
deposit with defendant funds sufficient 
to pay the same, and neither did he have 
at said time on deposit with defendant, 
warehouse receipts, or other security, of 
sufficient value as collateral security to 
protect the defendant against loss in pay- 
ing said checks. 

There was no evidence offered upon 
the trial of this cause tending to show 
that the plaintiff at the time he sold the 
warehouse receipts to Cole was acting 
or relying upon any agreement between 
Cole and defendant to the éffect that 
defendant would pay Cole's checks re- 
gardless of whether Cole had sufficient 
funds to his credit with which to pay 
the same, Cole in turn to deposit with 
defendant at the end of each day’s busi- 
ness the warehouse receipts purchased 
by him during the day, to secure the 
payment of the overdraft. 

The testimony of plaintiff appellee’s 
witness Cole was without dispute that 
he drew a draft on Geo. H. McFadden, 
Gadsden, Ala., for $3026.31, payable to 
defendant bank, and that he attached to 
said draft thirty-four cotton warehouse 
receipts, included in which number were 
the warehouse receipts, here involved, 
purchased by him from the plaintiff, 
and that the proceeds of the sale were 
credited to his account by defendant, 
and that he received the benefit thereof. 

There was no evidence tending to 
show that defendant knew that Cole 
had purchased any cotton from plaintiff 
and plaintiff's witness Cole testified on 
cross-examination, and the testimony 
was without dispute in the case, that 
he did not take any receipt from the 
bank for the warehouse receipts turned 
over to it, and that neither did he fur- 
nish the bank with the number of the 
warehouse receipts. 

There was no evidence offered as to 
the market value of the cotton in ques- 
tion other than that plaintiff (appellee) 
received the checks in question from 
Cole for the warehouse receipts. 
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° « trust services “piece by 
piece”’ ~ or as coordinated 
parts of a complete estate 


plan, the modern way...? 


MAN is not as inter- 
ested in Wills, Trusts, 


Agency Service as such, 
as he is in any complete 
plan that will solve most 
of his estate-building-and- 
conservation problems. 


On that premise, we de- 
veloped a new advertising 
campaign for a large trust 
company. Monthly mes- 
sages suggest the value of 
“a complete estate plan,” 
invite readers to ask for 
one of 4 booklets describ- 
ing details of the plan. 


A gratifying number of 
inquiri~s were turned into 
trust business. The cam- 
paign’s success was due 
largely to the fact that it 
presented the subject in a 
new way that appealed 
strongly to the reader’s 


sentiment and logic. It 
caused him to consider his 
various problems as a 
whole, and thus made the 
solution of each, through 
one easily-arranged plan, 
seem easy and highly de- 
sirable. 


Basically logical, yet re- 
freshingly “different,” this 
campaign should accom: 
plish as much for your 
trust department. In at- 
tractive form, moderately 
priced, it is ready for 
your consideration. Write 
to The Purse Company, 
Chattanooga, Tennessee, 
inviting us—without obli- 
gation to you—to send a 
demonstration of it, sam- 
ples, prices, complete in- 
formation. 


THE PURSE COMPANY 


Headquarters for Trust Department Advertising 
CHATTANOOGA ~ TENNESSEE 
NEW YORK - CHICAGO - BOSTON - BUFFALO - LOS ANGELES - TORONTO 
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“A check of itself does not operate 
as an assignment of any part of the 
funds to the credit of the drawer with 
the bank, and the bank is not liable to 
the holder, unless and until it accepts 
or certifies the check.” Section: 9207, 
Code 1923. 

“A check is a bill of exchange drawn 
on a bank payable on demand. Except 
as herein otherwise provided, the provi- 
sions of this chapter applicable to a bill 
of exchange payable on demand apply 
to a check.” Section 9203, Code 1923. 

“A bill of itself does not operate as 
an assignment of the funds in the hands 
of the drawee available for the payment 
thereof, and the drawee is not liable on 
the bill unless and until he accepts the 
same.” Section 9147, Code 1923. 


It is clear from the Code sections 
quoted that this judgment cannot rest 
upon the “unpaid checks” drawn by 
Cole on defendant bank and delivered 
to appellee. 

As for counts C and D of the com- 
plaint, we are of the opinion and hold, 


that the following, if not others, of the 
grounds of demurrer interposed thereto, 
were appropriate, and should have been 
sustained: 1, 2, 3, 4, 5, 6, 7, 9, 10, 12, 
43, 14,. 17, 18, 19, 20; 21,, 22, 23, 24 
25, 06, 27, 2%, DB NM, 3, 3 
and 38. WVandagrift v. Masonic Home, 
242 Mo. 138, 145 S. W. 448; Meyer- 
son v. New Idea Hosiery Co., 217 Alla. 
153, 115 So. 94, 55 A. L. R. 1231; 
Code 1923, §§ 6339, 6365; 13 C. J. p. 
709, § 817; Gulf Compress Co. v. Sykes- 
Tweedy, 159 Ala. 669, 48 So. 481; Gulf 
Compress Co. v. Harris, 158 Ala. 343, 
48 So. 477, 24 L. R. A. (N. S.) 399; 
S. R. & P. Import Co. v. American 
Union Bank, 122 Misc. Rep. 798, 204 
N. Y. S. 755; Lancaster v. Woodward, 
18 Pa. 357, 57 Am. Dec. 618; Culver v. 
Marks, 122 Ind. 554, 23 N. E. 1086, 7 
L.R. A. 489, 17 Am. St. Rep. 377; 6 
R. C. L. 886. In greater part, any ob- 
servations we might make as to the rea- 
sons for our so concluding would be 
but a repetition of the language of the 
several grounds of demurrer, which are 
set out in the report of the case. We 


might, though, quote, as conclusive of 
one fatal deficiency in the contract or 
agreement alleged to have existed be- 
tween Cole and the defendant appel- 
lant, and sought to be made the basis of 
said counts C and D, the following prin- 
ciple of law, to wit: “The fact that one 
not a party or a privy to a contract is 
incidentally benefited under it is no 
reason for declaring that the contract 
was made and intended for his benefit.” 
6 R. C. L. 886, citing Gulf Compress 
Co. v. Harris, C. & Co., 158 Ala. 343, 
48 So. 477, 24 L. R. A. (N. S.) 399. 
Under any view, as we see it, the facts 
alleged in these counts as intending to 
show that the alleged contract between 
Cole and defendant was made for plain- 
tiff appellee’s benefit, in such sort that 
he might maintain a suit thereon, are 
not as strong in their legal effect as those 
held insufficient in the case of Gulf Com- 
press Co. v. Harris, C. & Co., supra. 

In this case it is apparent that the al- 
leged promises of the alleged agreement 
between Cole and the bank were not 
intended by them for the benefit of the 
plaintiff. It is obvious that the thing in 
the mind of both Cole and the bank was 
not to secure the payment of the amount 
agreed to be paid to the sellers of cot- 
ton. The contract, as indicated by the 
allegations of counts C and D, was not 
made for the benefit of the sellers of 
cotton. The benefit to them was inci- 
dental. Gulf Compress Co. v. Harris, 
C. & Co., supra. The apparent sole 
purpose of Cole in making the contract 
was to obtain a line of credit, while that 
of the bank was to make loans to Cole. 

So far as count 1, the count claiming 
for “money had and received,” is con- 
cerned, we observe: “Such an action 
(money had and received) is appropriate 
whenever the defendant has money in 
his possession which belongs of right to 
the plaintiff. This right in the 
plaintiff to the money which bestows on 
him the right to maintain the action for 
it must arise in some form, where the 
law implies a promise on the part of de- 
fendant that he will pay’ it to the plain- 
tiff, and the only privity between the 
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parties that needs be shown arises from 
this promise, implied by law, that the 
defendant, having money in his hands 
that belongs, ex aequo et bono to the 
plaintiff, will pay it over to him.” Hud- 
son v. Scott et al., 125 Ala. 172, 28 So. 


91, quoted and made a part of the 


opinion of the Supreme Court in the 
case of Farmers’ Bank & Trust Co. v. 
Shut & Keihn, 192 Ala. 53, 68 So. 363, 
365. No such situation exists here. The 
cotton receipts were negotiable instru- 
ments. Agricultural Code of 1927, 
§ 412. And the undisputed testimony 
shows that they had been lawfully nego- 
tiated by Cole to McFadden. Id. § 452. 
The money here sued for is the proceeds 
of the sale of the receipts in question, 
and the cotton, by Cole to McFadden, 
with the bank (appellant) chargeable 
with no notice of the manner of Cole’s 
acquiring possession of same. We see 
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no way in which the law would imply 
a promise on the part of the bank to 
pay this money over to plaintiff. The 
proof shows that it actually paid it, by 
crediting his account therewith over to 
Cole. And this was its right and duty. 
To hold otherwise would, it seems to us, 
make shipwreck of the law of negotiable 
instruments. If in this particular case 
it may appear that the law works a hard- 
ship on the plaintiff, the natural observa- 
tion is that the plaintiff had it within 
his power to protect his interests by re- 
taining possession of the cotton receipts 
until he was actually paid therefor. The 
trial court should, at appellants’ request, 
have given the general affirmative charge 
in its favor on count 1, as indeed it 
should have on the whole case. For the 
erroneous rulings we have indicated, the 
judgment is reversed, and the cause re- 
manded. Reversed and remanded. 
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INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


PREPARED EXCLUSIVELY FOR THE BANKERS MAGAZINE 
By DR. PAUL M. ATKINS 


SEPTEMBER, 1931 


Liquid Assets for the Secondary Reserve 


who is possessed of foresight, who 

anticipates events before they come. 
It is relatively easy to predict the future 
when a trend in the financial or busi- 
ness world is definitely established and 
there is every reason to expect it to con- 
tinue for some time. The difficult prob- 
lem is to form a sound estimate of the 
situation when conditions are obscure 
and a change in trend appears possible 
at any time even if not imminent. Such 
a problem exists now in regard to the 
highly liquid assets of a secondary re- 
serve, meaning thereby, assets other than 
general list bonds, assets which it is rea- 
sonable to expect to be able to convert 
into cash even under pressure within 
forty-eight hours at the most. 

Such a problem as this did not exist in 
those halcyon days of 1928-29 when call 
money was averaging 7 per cent. or bet- 
ter. Then it was easy for a bank to have 
highly liquid assets in its secondary re- 
serve and at the same time obtain a very 
substantial income. In fact, the expense 
of administering funds in the form of 
call loans is so low that the net yield is 
but very little less than the gross. 

Now, however, quite a different situa- 
tion confronts the banker who, because 
of the tension among smaller banks and 
the frequent failures which have carried 
many of them under, feels a great and 
even growing pressure to maintain the 
liquidity of his bank at a high point and 
ever increase it. This means, of course, 
augmenting his portfolio of highly liquid 
assets. Unfortunately, however, he can- 
not forget the earning power of his bank 
entirely. He must pay running expenses, 
and he must set aside something, if pos- 


To successful banker is the banker 


sible, to make up for losses already in- 
curred or to serve as a reserve for losses 
which may yet be his fate to suffer. As 
he looks over possible highly liquid assets 
for his secondary reserve, what does he 
find? New York Stock Exchange call 
loans at 147 per cent. (this and all sub- 
sequent quotations are as of the day on 
which this article was written); com- 
mercial paper to yield from 13%4 to 2% 
per cent., depending on maturity and 
quality; bankers’ acceptances to yield 
from 7% to 14% per cent., once more de- 
pending on maturity; United States 
Treasury bills to yield from 0.45 to 0.50 
per cent., according to maturity; United 
States Treasury notes to yield 0.53 per 
cent.; United States Government bonds 
to yield from 0.53 to 3.27 per cent. He 
can surely find “liquidity” in such assets 
but “yield” is conspicuous by being 
practically absent. 

If the banker chooses very short time 
money of one form or another, paper 
maturing in three months or less, he finds 
that the highest rate of income that he 
can obtain is two per cent. on commer- 
cial paper described as “less well known 
names.” This paper carries a small 
credit risk even though it is not rated as 
“prime” and most of it is probably re- 
discountable at a Federal Reserve bank. 
It is, therefore, liquid and the bank is 
practically sure of getting its principal 
back at maturity. The yield is so small, 
however, that it adds little to the earn- 
ing power of the bank after the cost of 
administering funds in this form has 
heen met. 

A banker may choose to purchase 
United States Government bonds. These 
are highly liquid for thousands of them 
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are being sold every day and the spread 
between bid and asked prices is very 
narrow. The market is so broad, also, 
that any amount of them which a bank 
is likely to offer in any one day can 
usually be absorbed with little variation 
in price. Moreover, as every banker 
knows, these bonds are eligible to se- 
cure loans from a Federal Reserve bank 
and hence may be utilized in this man- 
ner if a bank finds it necessary to pro 
cure cash funds under pressure. More- 
over, United States Government bonds, 
the Treasury 4'4s of 1947-52, can be 
purchased to yield, as has already been 
noted, as high as 3.27 per cent., although 
the First Liberty 4s are selling to yield 
as little as 0.53 per cent. On the face 
of it, it would seem that the Treasury 
444s were the best solution to the 
banker’s problem of securing highly 
liquid assets for his secondary reserve. 

But let us analyze this situation a bit 
and see what it actually is. In order to 
vield 3.27 per cent. to the nearest call 
date, 1947, the Treasury 4)%s sell at 
112 10/32, a fairly substantial premium. 
Let us assume that these bonds within a 
year should go to a 3.75 per cent. basis, 
an increase in yield of only about one- 
half of 1 per cent. Under such circum: 
stances the price would fall to about 106, 
a drop of six points. If, for the sake of 
argument, the period is taken as a year, 
then the bank would have received 4.25 
per cent. in interest and lost about six 
per cent. in the market value of these 
bonds, or a net loss of approximately 


1.75 per cent. On such a basis, United 
States Treasury notes due in four months 
on a 0.53 per cent. basis, 30 day bank- 
ers’ acceptances at 7% per cent., call 
loans at 1% per cent. and prime three 
months’ commercial paper at 134 per 
cent. are decidedly more attractive even 
though the yield at present is appreciably 
lower than that on the 44% Treasury 
bonds. 

If the Treasury 33s of 1943-47 are 
considered under the same assumption, 
it would be found that, for an increase 
in yield basis from 3.10 where they are 
selling now to 3.60, one-half of 1 per 
cent. higher, the price would decline 
about five points. Under these condi- 
tions the bank would receive in the 
year 3% per cent. in interest but would 
lose approximately 5 per cent. in market 
value, or a net loss of about 1% per cent. 
This would not be quite as much as in 
the case of the Treasury 44s but still 
it would be a loss, and few banks can 
afford to have losses now and none, cer- 
tainly, wish to do so, especially on the 
highest grade securities in the world. 

Probably by this time many readers 
have said “This is all based on a sup- 
position—a supposition that the price of 
United States Government securities is 
likely to fall within the next twelve 
months. Is there any sound reason for 
anticipating any such event? If not, all 
that has been said so far has been merely 
a waste of words.” Certainly this is a 
fair question and one which surely de- 
mands a fair answer. 


WHAT COURSE WILL BOND PRICES TAKE? 


An analysis of the situation shows 
that there are several sound reasons for 
anticipating such a price movement. In 
the first place, it is necessary to consider 
the probable trend of interest rates dur- 


ing the next twelve months. As long 
as business remains in its present de- 
pressed condition it is highly improbable 
that short term interest rates will move 
upward to any appreciable extent. Hence 
it at once becomes a question of whether 
the depression is likely to end within the 
next year. It is rather difficult to at 
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tempt to say when the turn will come, 
and a definite upward movement initi- 
ated. The intangible factors which con- 
tribute to its continued duration do not 
lend themselves to statistical measure- 
ment nor even to a rationalized analysis. 
Confidence is the major element now 
lacking and there is no way of deter- 
mining when confidence will be restored. 
All depressions have ended and hence 
there is every reason to expect that this 
one will have a termination even though 
it is very difficult at present to say just 
what will be the causes of a change in 
the trend of business activities. 

It may be said with considerable as- 
surance, however, that the longer the 
depression continues, the sharper will be 
the upward reaction when it does take 
place. A careful study of the situation 
leads at present to the conclusion that 
the change will come within a year and 
there are many competent analysts who 
expect it to take place in the course of 
the next few months. 

When the upward movement does be- 
gin, especially if it starts with a snap, it 


is highly probable that short term money 
rates will at once rise. This increase 
probably will not be large at first, but it 
is likely to come rather suddenly when 
it does. There are several reasons for 
this, two of which may be mentioned 
here. In the first place, there will be an 
increased demand for bank loans to fi- 
nance the growth in business. In the 
second place, there will almost certainly 
be a shift in interest from the ultra high 
grade bonds to those whose quality does 
not entitle them to a gilt-edge rating 
but which are nevertheless basically 
sound and desirable securities. People 
and institutions who now lack confidence 
in the future to such an extent that they 
want safety for their investments re- 
gardless of yield are going to feel that 
they should have a little more income 
and many of them are likely to shift 
some of their funds from the ultra high 
quality bonds, of which United States 
Government securities are the highest, 
to other bonds, many of which, giving 
due consideration to their quality, are 
now selling at ridiculously low prices. 
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OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


G MAC obligations 


enjoy the protective background of highly liquid assets, with 
credit factors widely diversified in region and enterprise. Long 
regarded as a national standard for short term investment, they 
have been purchased by individuals, institutions and 
thousands of banks the country over. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL Motors 
ACCEPTANCE CORPORATION 


OFFICES IN PRINCIPAL CITIES 


Executive Office -- BROADWAY at 57TH STREET 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS 


A shift of this kind is going to reduce 
the supply of short term money seeking 
the highest degree of security and hence 
tend to raise the rate. As the price .of 
United States Government securities is 
controlled in large measure by short 
term money rates, it is clear that if 
these rates rise, the price of these bonds 
will almost certainly fall. Reference to 
an earlier paragraph in this article will 
recall what a change of one-half of 1 per 
cent. in the yield on these securities will 
mean in terms of price changes. 

A possible change in short term money 
rates is, however, not the only factor to 
be considered in this situation. Another 
of equal importance is the possibility, 
not to say the probability of an increase, 
perhaps a very substantial increase, in 
the volume of United States Government 
bonds outstanding. In view of the large 
budget deficits of the past two years and 
the likelihood that Congress, in its wis- 
dom, when it convenes this fall, may be 
expected to vote substantial sums for 
various purposes which can only be cov- 
ered by borrowing, it seems there is a 
marked probability that the price will 
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- New York City 


OVER $80,000,000 


fall off. It is only necessary to recall 
what happened last winter when a large 
soldiers’ bonus appeared likely to under- 
stand what can easily happen when a 
definite decision is reached to float addi- 
tional United States Government se- 
curities. 


VOLUME OF BANK HOLDINGS OF U. S. 
BONDS 


Furthermore, it must not be over: 
looked that the banks throughout the 
country now hold more United States 
Government securities than at any time 
within the last decade. Many of these 
banks have increased the volume of this 
type security in their portfolios in- 
ordinately, partly because they wanted 
to be safe, partly because they wanted to 
be in a highly liquid condition. When 
conditions become a little more stable, 
and the price of bonds of other than the 
gilt edge variety becomes a little firmer, 
many of the banks will want to increase 
their income which has been sadly de- 
pleted during recent months by selling 
some of their United States Government 





, Leading the Way Back 


USTOMERS in the area served 

by the Associated Gas & Elec- 

tric System purchased 19,489 auto- 

y matic refrigerators during a recent 

six weeks’ refrigerator sales cam- 

paign. About half of these sales 

were made by dealers who were 

assisted by a plan of cooperation 

| established by the Associated New 
: Business Department. 


Stability from Domestic Use 
Growing domestic use of electric- 
ity from sale of appliances in- 


: creases the natural stability of the 


industry. During 1930, use of 
electricity in homes accounted for 
334% of the total revenues com- 


This trend of the electric indus- 
try is of interest to those seeking 
sound investments with growth 
possibilities. The achievement of 
dealers in cooperation with em- 
ployees of the Associated System 
in the face of conditions generally 
unfavorable to business expansion 
shows that the utilities are an im- 
portant influence in leading the 
way back to business recovery. 


To invest in Associated securities, write 


General Utility 
Securities 


incorporated 


pared to 28% in 1921. 


securities in order to buy others. More- 
over, the Federal Reserve banks them- 
selves hold large quantities of these se- 
curities and while there is no reason to 
anticipate that the Federal Reserve banks 
will dump these bonds, still they are a 
part of the large volume which is over- 
hanging the market. 

The large quantity of these securities 
which now exist in hands which would 
be quite willing to sell them if it appears 
to be profitable to do so, plus the fact 
that, in such a situation, there is great 
likelihood that there will be a new, large 
issue of this type of bond, creates a con- 
dition which might readily bring a sud- 
den and, quite possibly, sharp fall in the 
price of the long term United States 
Government securities. 

In view of these facts, it is a question 
as to what position a banker should take 
in regard to the composition of that por- 
tion of his secondary reserve which 
should be made up of highly liquid assets. 
Should he confine himself largely to 
short term paper of one kind or another 


61 Broadway New York 


with the attendant present low yield or 
should he include a large proportion of 
the long term United States Government 
bonds with the higher yield but with the 
risk that funds in this form may suffer 
a considerable capital depreciation? 

It is impossible to answer this question 
here for a sound reply necessitates a 
knowledge of the position and trends of 
the individual bank. The most which 
can be done is to analyze the situation in 
this rather sketchy fashion so that bank- 
ers may visualize it for themselves in 
terms of the requirements of their own 
banks. A study of this kind may be a 
little premature, for a number of months 
may very well pass before the events 
forecast here take place. It seems in- 
evitable, however, that they will occur 
sooner or later. Banks have lost heavily 
during the past two years because of 
their holdings of low grade bonds; it 
would be unfortunate if they next, 
through lack of foresight, lost substan- 
tially as the result of holding too long 
too large a volume of the highest grade 
securities in the world. 
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JOHN HANCOCK SERIE. 


A Message to the Head of the Family 


Every person who has a dependent family will 
want to know about the John Hancock 
Family Income Provision 


This provision, applied to existing 
or new standard John Hancock life and endowment policies of 
$5000 or more, gives added protection to your family at the time 
they need it most, when the children are growing up and dependent 
on your support. 

Available at moderate cost, this provision guarantees your 
family, if you are not here to give them your personal support, a 
monthly income of one percent of the face value of your life 
insurance—12 percent annually—until your youngest child is of 
age and self-supporting. 

This arrangement does not reduce the total amount payable 
to your beneficiary, who will, at the end of the family income 
period, receive the face value of your policies, either in a cash set- 
tlement or as income, according to the terms of the contract. 

Which of the three plans outlined below will bring your 
youngest child through the years of dependency? 


20-Year Plan—when the children are very young. 

15-Year Plan—wWhen the children are older and the period of de- 
pendency shorter. 

10-Year Plan—wWhen the children have reached their “teens” 
and a still shorter period of added family income 
is to be considered. 

For a detailed explanation of the plan, see your nearest 

John Hancock representative. Or if you prefer, 
send for our descriptive booklet. 


emuituhn 
LIFE INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS 


Please send me your booklet entitled, “Income for the family.” 


Name 


IVER SIXTY-EIGHT YEARS IN BUSINESS 





Insurance Company Investments 


in 1930 


N analysis of the investment hold- 
A as of December 31, 1930, of 
forty-six leading insurance com- 
panies licensed to do business in New 
York state, just completed by J. G. 
White & Company, shows that life in- 
surance companies were the only group 
able to report an increase in value of 
security holdings during 1930, and that 
depreciation in security values for all 
other groups, namely, fire, casualty and 
miscellaneous companies, and United 
States branches of foreign fire companies, 
was substantially greater in 1930 than 
in 1929. In general, the quality of in- 
vestment performance, by groups of 
companies, varied inversely with the 
percentage of stocks held. 

The J. G. White & Company survey, 
which is the fifth annual edition of a 
continuing study of insurance company 
investments covering companies with 
combined holdings in excess of $14,700,- 
000,000, shows that despite heavy losses 
suffered in stocks during the past two 
years, there is no indication that those 
companies which have heretofore in- 
vested primarily in equities have under- 
gone any basic change in investment 
policy. Such companies, as a group, 
continued to invest primarily in stocks 
during 1930. Moreover, those groups 
of companies which heretofore had rela- 
tively small stock holdings invested 
more than their usual quota in stocks 
during 1930. 

From the standpoint of diversification, 
the J. G. White & Company study 
shows that the year 1930 marked a 
sharp reversal of the trend toward rela- 
tively smaller bond holdings, which had 
been in evidence since 1924. Much of 
this gain in the percentage of bonds to 
total investments in 1930, however, was 
occasioned by the decline in value of 
stock holdings, which automatically in- 
creased the ratio of bonds to total in- 


vestments. Another outstanding feature 
from the standpoint of diversification, is 
that the increasing preference for public 
utility bonds among all classes of com- 
panies, which has been characteristic of 
recent years, is again clearly apparent in 
1930. 

Except for the group comprising life 
companies, investment results in 1930 
were substantially poorer than in 1929. 
The 33 life insurance companies included 
in the study showed an appreciation of 
.99 per cent. in value of stock and bond 
holdings in 1930. This gain in values 
represents the only time in the past two 
years that any group has been able to 
report appreciation in security values. 
The group of 20 fire insurance com- 
panies classified as those investing over 


40 per cent. in stocks, showed the poor- 


est investment performance of any 
group, reporting depreciation of 19.12 
per cent., as compared with depreciation 
of only 2.64 per cent. in 1929. The 
43 fire insurance companies included in 
the group classified as those investing less 
than 40 per cent. in stocks reported de- 
preciation of 6.95 per cent. in value of 
security holdings during 1930, as com- 
pared with depreciation of only 1.10 
per cent. in 1929. Twenty-five United 
States branches of foreign fire insurance 
companies, with depreciation of only 
2.99 per cent. in 1930, show the best 
experience of any group other than life 
companies. Depreciation of the same 
group in 1929 was only 1.09 per cent. 
The 25 casualty and miscellaneous com- 
panies included in the study show de- 
preciation of 5.46 per cent. in security 
values in 1930, as compared with 1.53 
per cent. in 1929. 

Analysis of the uses to which new 
money was put in 1930 indicates that no 
basic change of investment policy took 
place in the past year in any group of 
companies, as between relative impor- 
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tance of bond and stock commitments. 
The group of 20 fire companies which 
have been essentially stock investors con- 
tinued to invest primarily in equities in 
1930, but in a slightly lower ratio to 
total investments. All other groups in- 
vested in stocks a percentage of new 
funds greater than their respective 
ratios of stocks to total investments at 
the beginning of the year. In no case, 
however, was the difference so significant 
as to indicate a change in basic policy. 

As of the close of 1930, the 33 life 
companies included in the study had 
46.3 per cent. of total funds invested in 
bonds, as compared with 45.6 per cent. 
at the close of 1929 and 50.2 per cent. 
in 1924. Mortgage holdings declined 
from 51.8 per cent. to 50.5 per cent. in 
the past year, while stock holdings, com- 
prising chiefly preferred and guaranteed 
issues, rose from 2.6 per cent. to 3.2 
per cent. of total investments. Diversi- 


fication of the combined bond accounts 
of the 33 life companies shows a sharp 
decline in the percentage of railroad 


bond holdings and United States Gov- 
ernment obligations and a further in- 
crease in holdings of public utility bonds. 
These changes are continuations of 
trends that have been apparent since 
1924, and which in that period have re- 
duced government bond holdings from 
18.0 per cent. of total bond holdings in 
1924 to 4.8 per cent. in 1930, and rails 
from 53.0 per cent. to 48.0 per cent. 
during the same period. Utility bond 
holdings, meanwhile, have increased 
from 11.0 per cent. to 26.2 per cent. 
The 20 fire insurance companies classi- 
fied as those investing more than 40 per 
cent. in stocks showed 72.2 per cent. so 
invested at the close of 1930, as com- 
pared with 73.6 per cent. at the close of 
1929. The percentage of bond hold- 
ings rose from 25.0 per cent. to 26.1 per 
cent. in the past year, while mortgages 
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increased from 1.4 per cent. to 1.7 per 
cent. The decrease in ratio of stock 
holdings and the increase in the per- 
centage of bonds to total investments 
represent reversals of trends that had 
been uninterrupted since 1924. Bond 
holdings of 26.1 per cent., although 
showing a slight increase in 1930, are 
still far below the 1924 figure of 41.5 
per cent. The bulk of new money in- 
vested in 1930 by companies in this 
group again went into stocks, notwith- 
standing the heavy loss suffered in stocks 
in the past two years. 

The group of 43 fire insurance com: 
panies originally classified as those in- 
vesting less than 40 per cent. in stocks 
had 41.7 per cent. so invested at the 
close of 1930, as compared with 41.2 
per cent. at the end of 1929. The per: 
centage of bonds to total investments 
declined from 55.6 per cent. in 1929 to 
54.8 per cent. in 1930, while mortgages 
increased from 3.2 per cent. to 3.5 per 
cent. of total holdings. The diversifica- 
tion of bond holdings for this group, as 
of the close of 1930, shows a reduction 
in the percentage of U. S. Government 
and railroad obligations, and increases 
in the percentages of public utility, in- 
dustrial, Canadian and municipal bonds. 

The 25 casualty and miscellaneous 
companies included in the J. G. White 
& Company study show 34.6 per cent. 
of total investments in stocks, 62.0 per 
cent. in bonds and 3.4 per cent. in mort- 
gages at the close of 1930. These per’ 
centages represent a slight decline in 
stock holdings, a slight gain in bonds, 
and no change in the case of mortgages. 
The diversification of bond holdings, at 
the close of 1930, shows reductions in 
the percentages of U. S. Government, 
municipal and rail bonds and increases 
in percentage holdings of utility, indus- 
trial and Canadian government obliga- 
tions. 





The Savings Club Plan in Industry 


Co-operative Christmas Club or Similar Savings Plan for Employes 
in Large Industries May Be Sold on Welfare Basis 


By Frep E. KUNKEL 


tries employing many people who 

would be interested, from the stand- 
point of employe welfare, if approached 
on the idea of starting a co-operative 
Christmas savings club fund among their 
employes. This is a new plan gaining 
headway in one of the savings banks in 
Washington, D. C., where, for instance, 
it was tried out some years ago in a 
laundry and worked out successfully. 
This laundry employs more than a 
thousand people, both white and colored, 
and seventy-five of them belong to the 
laundry Christmas club fund. 

The way it works is this: Every Sat- 
urday the office manager collects the 
amounts due from every employe and 
deposits them in a lump sum in the bank, 
where an extra inducement is offered to 
this account by the payment of 4 per 
cent. interest, provided the money is left 
in for a full year and only drawn out 
after fifty weeks. 

Each employe takes out any amount 
that she desires, just as if she went to 
the bank to do it, only many of these 
employes might never have gone to the 
bank to start a Christmas savings fund, 
and that is why this idea helps to get 
more savings accounts later on. Em- 
ployes may take out as little as 50 cents 
a week or as high as $10, but payments 
must be made every week just the same 
as in a regular Christmas Savings Club, 
unless the employe gets sick and is off 
the payroll for the week. In that event, 
she is not obliged to drop out of the 
club, but may continue her payments 
when she gets back on the job again. 
She does not have to make them up un- 
less she wants to, because the amount 
each employe receives at the end of the 
year is the amount actually paid in, plus 
accrued interest. If an employe drops 


I: every city there are many indus- 


out because she cannot carry on, she 
must leave her money in until the end 
of the fifty-week period. The same thing 
is true if she quits her job. 

As stated, the money is collected every 
Saturday and deposited in the bank in 
a lump sum, the net aggregate nearly 
always running well over $100. The 
laundry does not take it out of the em- 
ployes’ pay but collects the money after 
they are paid off on Saturday. At the 
end of the fiftieth week the money is 
drawn out and handed to each employe 
according to the amount of interest 
earned and the total amount saved. Over 
$6000 was paid out last Christmas by 
this laundry. One colored girl took 
over $200. 

The money is usually paid out two 
weeks ahead of the regular Christmas 
savings funds checks and the club usu- 
ally begins in the middle of November. 
In this way, the employe gets much 
more interest than in the ordinary sav- 
ings club and there is an extra induce- 
ment to save it. If she drops out or gets 
sick, she is not penalized and does not 
lose her interest. It has been noted in 
a great many instances that after they 
are paid off the employe will take a 
part of her Christmas savings fund and 
deposit it in the bank in a regular sav- 
ings account. 

The whole scheme really looks like a 
certificate of deposit and the savings 
bank can afford to pay 4 per cent. on it 
since the fund remains in for fifty weeks. 
The laundry has found that people who 
go into this club generally stick and very 
few drop out. It has also noticed that 
a great many employes, as a result, have 
started savings accounts and formed 
thrifty habits which they might not 
otherwise have acquired. 

A large cleaning and dyeing plant 
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which gives every employe a_ week's 
vacation with pay after he has been 
with the company a full year, two weeks’ 
to those in their employ five years or 
more, and three weeks’ for ten years or 
more, finds it a good plan to start a 
vacation club savings plan on the first 
day of’ August each year. Sums are 
taken at 50 cents, $1 and up and the 
same plan is followed as directed for 
the laundry. 

This suggests to the wide-awake mer- 
chandiser of banking service the possi- 
bility of sending a solicitor to every 
laundry owner and every cleaning and 
dyeing plant in the city for the purpose 
of starting a Christmas savings club, or 
a vacation club plan, and selling them 
the idea as a welfare proposition. After 
the idea is sold, the same results will 
follow in bringing in new accounts and 
in building them up out of Christmas or 
vacation club savings. 

The number of industries to which 
this applies is practically unlimited and 
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alphabetically runs from bakers and 
chain stores on through department 
stores and specialty shops to wire mills, 
namely: Automobile dealers and ga- 
rages, bakers, bottling plants, chain stores, 
cleaning and dyeing plants, clothing 
stores, coal yards and their drivers, coffee 
merchants, wholesalers and manufac 
turers, confectioners, department stores 
and specialty shops, dairy plant or milk 
dealers, furniture stores, gas and oil 
chain stations, hardware stores, hospitals, 
doctors and nurses, hotel employes, ice 
cream manufacturers, jewelry _ stores, 
laundries, lumber yatds, millers and feed 
plants, motor transportation companies 
and bus operators, municipal officers and 
city governments, music stores, paint 
manufacturers, painters and paperhang- 
ers employing a large number of men, 
paper mills, plumbers, printers and pub 
lishers, public utilities, railway offices, 
real estate offices, restaurants and cafe- 
terias, shoe stores, stationers, tailors, 
telephone and telegraph offices, textile, 
tobacco jobbers and manufacturers. 


The Question of Interest Rates 


NDER the heading “Too High” 
| | the Chicago Journal of Com- 
merce published recently the fol- 

lowing editorial: 
“At all events, the banks cannot afford 
the 1929 interest rates in 1931, and in 
some parts of the country they have 


reduced the rates. Further, as the bank 
management commission reports, banks 
generally have reduced operating ex- 
penses in various ways, largely by abro- 
gating free services. But there have 
been protests from depositors. Yes, and 
from newspapers. The rights of deposi- 
tors have been trampled on! The banks 
should beware of discouraging checking 
accounts! All this profound guff has 
issued from commentators who should 
have realized that the duty of a bank to 
its depositors can best be performed by 
keeping the bank sound. 
“Despite all economies, 


the banks 


cannot operate successfully unless they 
reduce the interest rates they pay; and 
the bank management commission says 
that the reduction, when ‘handled in the 
proper manner, will cause no material 
decrease in volume of deposits.” This is 
true, as all bankers should know. If the 
banks in any given area co-operate, the 
depositors will accept an interest reduc’ 
tion calmly. What are depositors most 
interested in nowadays? The safety of 
their principal. If the banks tell their 
depositors, ‘Our business is to take your 
money and lend it out at interest, but 
we cannot obtain interest as high as we 
have been paying you, and therefore we 
must cut your interest,’ the depositors 
will stand without hitching. Banks co 
operating in this fashion, and addressing 
their depositors tactfully, can make the 
necessary reduction.” 








BANKERS — and many others — find it a pleasant place to bank 


Mercantile-Commerce 
Bank and Trust Company 


Locust ~ Eighth~ St. Charles 
St. Louis 


“LARGE ENOUGH TO SERVE ANY — STRONG ENOUGH TO PROTECT ALL” 





New Rules for Checking Accounts 


Chicago Bank Formulates New Regulations Governing Checking 


Accounts to Meet 


O meet present-day conditions in 

the banking field, the Marquette 

Park State Bank, Chicago, has 
placed in effect a new set of rules gow 
erning checking accounts. These rules 
were formulated by B. M. O'Connell, 
vice-president and cashier of the bank. 
The bank has published the rules in 
pamphlet form, four pages, 3/2 x 4, 
for the convenience of present and pro- 
spective customers. At the end of the 
tules follow a number of suggestions as 
to proper manner of making out checks, 
indorsements, keeping records of deposit, 
ete, 

Among the points covered by the 
bank’s new rules is the classification of 
accounts into smaller balance and larger 
balance accounts, all smaller accounts, so- 
termed, being subject to a service charge, 


Present Conditions 


and such larger accounts as fail to com- 
pensate the bank for service rendered be- 
ing subject to service charge. Also in- 
cluded in the new rules are provisions 
for dealing with joint account customers 
and for transferring uncalled for bal- 
ances without notice. The new rules 
read as follows: 


Balances. The average amount carried 
should be large enough to allow the bank to 
earn from the loanable portion of the balance 
sufficient income to cover the bank’s costs in 
maintaining and servicing the account. 

Classes of Accounts. Accounts with daily 
collected balances averaging under $200 are 
referred to as smaller balance accounts. Ac- 
counts with daily collected balances averag- 
ing $200 or over are referred to as larger 
balance accounts. 

Service Charges—Monthly. All smaller 
balance accounts are subject to a monthly 
service charge of $1.00 plus 5c each per entry 
over 20 on the monthly statement. 


si 





THE BANKERS MAGAZINE 
<s-sssssesiss nts nstsnsenesisenosenssiestemsessrsntpiesitansiienmestingssenereteane 


Larger balance accounts with balances not 
sufficient to compensate the bank for the 
maintenance and particular service furnished 
are subject to service charges according to a 
fair analysis by the bank. An ample balance 
for a larger balance account can, in most in- 
stances, be determined readily by multiplying 
the number of entries appearing on the 
monthly statement by $20. For example, if 
your monthly statement shows 25 checks and 
deposits, a fair average balance would be 
25 x $20 or $500. 

N. S. F. and Post-Dated Items. The is- 
suance of checks drawn against insufficient 
balances and the post-dating of checks is 
prohibited. The bank reserves the right to 
charge for its services in returning such items 
and also reserves the right to close the ac- 
count upon continuance of their issuance. 

Interest. Interest is paid monthly at local 
current bank rates on the inactive portion of 
your daily average collected balance. The 
minimum daily deduction for activity shall be 
$1000. No interest will be paid amounting 
to less than 50c. 

Joint Accounts. Each depositor in a joint 
account (payable to either or payable to 
either or survivor) agrees that checks, notes 
of other papers payable to one depositor may 
be indorsed for deposit by the other. The 
credit thus established may be drawn against 
by either depositor without any liability on 
the part of the bank. The bank, however, in 
any instance, reserves the right to require the 
indorsement of a payee. 

Uncalled for Balances. The balance in a 
dormant or practically inactive account may 
be transferred by the bank, without notice, 
to the bank’s “uncalled for balance account,” 
after which ordinary checking account priv- 
ileges will not apply. A check drawn against 
such a balance should be for the whole 
amount, signed in the regular way and plainly 
marked on its face, “uncalled for balance ac- 
count.” 

Monthly Statements. On and after the 
2nd day of each month a statement of your 
transactions and your canceled vouchers are 
ready for delivery at the statement window. 
The customer is expected to call monthly for 
statement and vouchers, check same with own 
record and report differences, if any, within 
ten days. A partv other than the customer 
callino for blank checks. monthly statements, 
etc., should bear a note or authorization ad- 
dressed to the bank signed by the customer. 

Stop Payments. The privilege of stopping 
payment is only to be used when a check has 
heen stolen, mislaid, lost, destroyed or in- 
nocently issued in error. Checks should 
never be issued with the intention of stopping 
payment. The bank assumes no responsi- 
hility for the payment of a check contrary to 
the customer’s request to ston payment and 
in accepting stop payment orders or requests, 
the bank will require a release of responsibil- 


ity as well as an indemnification against loss, 
cost, damage, etc., incurred in paying, stop. 
ping payment or in attempting to stop pay. 
ment. 

Marking Returned Items. The bank re- 
serves the right to make notations or mark- 
ings on items returned unpaid. 

Answering Summons, etc. A _ reasonable 
charge for services will be made for the at- 
tention and service furnished in answering 
summons, court orders, governmental depart- 
ments, etc., as to matters affecting the cus- 
tomer or this account. 

Amendments. These rules may be altered, 
amended or rescinded, or new rules made, 
and upon posting a copy of such alterations 
or new rules, in the banking room of the 
bank for thirty (30) days, they shall be bind- 
ing upon all the bank's depositors as fully as 
though expressly assented to by them re: 
spectively. 


Following these rules are a number of 
suggestions as to the proper method of 
conducting a checking account, as fol- 
lows: 


Dates, numbers, names and amounts should 
be written clearly and legibly, without altera- 
tions or erasures. 

Write your signature naturally, using one 
form and style. 

When writing amount begin at the margin 
so that the figures may not be raised by others 
into whose hands your checks may come. 

In cashing a check payable to yourself do 
not indorse it until you are about to exchange 
it for the cash. If you should indorse it 
and then lose it, an innocent party who gave 
value for it may recover the amount as 
against you. 

Checks received in the course of trade or 
business should be deposited in your ac’ 
count (not cashed) in order to give the 
bank ample time to collect the amounts be 
fore drawing against them. 

It is suggested that you keep a record of 
checks deposited, especially noting from 
whom they are received. 

If you have many checks to deposit, ar 
range with the bank for a rubber stamp to 
use in indorsing them. 

The rubber stamp indorsement is the 
safest for items deposited by mail. 

Checks or items sent to the bank for de 
posit, by mail, should bear restrictive in 
dorsements, such as, “For Deposit Only 
John Jones.” : 

Always indorse an item exactly as written, 
even if incorrect, in which case the two im 
dorsements should appear, the correct and 
the incorrect. ’ 

Customers are expected to write deposit 
tickets. 

Use ink in writing checks. 
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The City Bank Farmers Trust Company Building, New York. From an etching. 





Risks of the Tellers’ Department 


By BENJAMIN L. FisHBACH 


This is the first of a series of seven articles dealing with the risks involved in the operation 


of the tellers’ department of the commercial bank and showing how these risks may be 
minimized by proper methods and safeguards 


T is safe to say that more money is 
I lost annually by banking organiza- 
tions through the tellers’ department 
than any other save possibly the loan de- 
partment. The work of the teller may 
be classed with that of an officer. The 
tellers’ department is in control of the 
important functions of receiving deposits, 
cashing checks, and certifying negotiable 
instruments. The risks are many. Here 
is a summary of the more important ones 
that will be considered in these articles: 
1. The teller may be discourteous 
or unfriendly to depositors and thus in- 
jure the bank’s reputation. 
2. The teller may accept a deposit 
ticket bearing the incorrect title of an 


account, and consequently a loss may 
occur if the wrong account is credited 


and the funds are withdrawn in the 
interim. 

3. He may enter an_ incorrect 
amount in a customer’s passbook. 

4. He may accept at some unsus- 
pecting moment a counterfeit or raised 
note. 

5. He may accept a check for de- 
posit in which a third party has a visible 
interest. 

6. He may accept a check which has 
been improperly endorsed. 

7. He may accept or cash raised or 
altered checks. 

8. He may accept or cash post- 
dated or stale-dated checks. 

9. He may leave money carelessly 
on the counters and in that manner in- 
vite thievery. 

10. He may have his notes improp- 
erly arranged in his cash drawer and so 
impair the service of the bank. 

11. His cage may be left open while 
he is out, and thus the funds in his 
custody will not be under surveillance. 
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12. When his cash is being examined 
he may be inclined to place too much 
faith in the trustworthiness of the ex- 
aminer and at the end of the day may 
find a substantial shortage. 

13. The work of receiving and mak- 
ing shipments of gold, silver or currency 
may not be properly checked and con- 
trolled. 

14. Checks deposited may be re 
corded by bank number and held for 
the number of days required for collec: 
tion before the bank may prudently pay 
against them. In the event that im- 
proper symbols are placed alongside the 
amounts on the deposit ticket, there is 
danger that checks drawn would be paid 
against deposits actually uncollected but 
not so indicated on the ledger sheet. 

15. He may cash a check beyond the 
authority granted by the bank officials. 

16. He may cash a check bearing a 
forged official approval. 

17. He may cash a check drawn 
against insufficient funds or uncollected 
deposits. 

18. He may cash a forged check. 

19. He may pay a check, payment 
of which had been stopped by the de- 
positor. 

20. He may accidentally over-certify 
a check. Deliberate over-certification, 
however, in the absence of a credit ar 
rangement to cover is deemed illegal, 
and the officer authorizing it or the teller 
doing it would be subjected to a penalty 
fixed by law if the bank where he is em 
ployed is a member of the Federal Re 
serve System. 

21. He may certify a check by mis 
take. 

22. Since he handles so much money 
—probably more than he ever saw of 
had in his life—he may be tempted to 





help himself to some of it and cover up 
his peculations by some manner of man- 
ipulation of accounts and records. 

23. He may have many differences 
and so subject the bank to a substantial 
loss. 

24. He may be permitted to have 
contact with the records of other depart- 
ments and thus be encouraged in col- 
lusion. 

Most of the writers on the subject of 
bank administration make only passing 
comment on the duties of a teller. How- 
ever, some years ago Glenn G. Munn 
wrote an excellent treatise on this sub- 
ject, entitled The Paying Tellers’ De- 
partment. After a period exceeding five 
years as an officer in charge of a bank 
the writer felt that the matter of the 
risks of a tellers’ department deserves 
further consideration. 

In commercial banking circles the need 
is felt for a study which would deal with 
a system to be used for the tellers’ de- 
partment, but more important, for a 
dissertation embodying the legal aspects 
of the tellers’ functions. The subject 
matter in these articles, therefore, is de- 
veloped from that point of view. Re- 
cent court decisions are quoted, illustrat- 
ing some of the many risks. Cases are 
cited also for the purpose of providing 
means of overcoming many of the haz- 
ards. Furthermore, reference is made to 
the prevalent peculiarities of a tellers’ 
department in a branch bank. 

It is hoped that these articles will serve 
as a guide to the student and be of prac- 
tical assistance to the teller and of some 
value to the bank official. 


THE PAYING AND RECEIVING FUNCTIONS 


We are concerned chiefly with the 
work of the paying and receiving tellers’ 
department. It is proposed to discuss its 
work with particular reference to the 
many risks involved. In the develop- 
ment of the articles reference will be 
made to the recent decisions of the courts 
with a view to the creation of methods 
designed to overcome some of the risks. 
It is also intended to show the practical 
workings of a system controlling the 
work of the paying and receiving tellers’ 
departments. Furthermore, in view of 
the advent of branch banking organiza- 


Her lost purse was never returned 
—but she got back the $120 which 
was in A. B. A. Cheques. She had 
only to report their loss to the bank 
across the street and the refund 
was paid in a few days. 


A. B. A. Cheques are money in- 
surance. They may be lost, stolen 


or destroyed — but the money they 
represent will be restored. They 


are easy to Carry, convenient to use 
anywhere—and your funds are safe. 


Carry them at home or abroad. 
Keep them in the house for emer- 
gencies instead of cash. Your own 
bank will recommend them and 
will supply you with them. 


A-B-A 
CHEQUES 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE OF 
AMERICAN BANKERS ASSOCIATION 
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tions in this country, reference will be 
made to the peculiarities of the tellers’ 
work in a branch bank as distinguished 
from that in an independent or unit 


bank. 


HISTORICAL ORIGIN OF TELLERS 


As far back as records show, the term 
“teller” has always been associated with 
a money-counter. Years ago a teller 
was an officer of the English Exchequer, 
who was appointed to accept and count 
moneys due to the king and to make au- 
thorized payments for him. The title 
“teller” has survived unto this day, and 
is applied in banking circles to one 
charged with the duty of receiving de- 
posits and making payments. 


QUALIFICATIONS OF A TELLER 


Inasmuch as the great majority of de- 
positors come far more into contact with 
the tellers than with the officers or other 
employees of a bank, it is imperative that 


the personality of the tellers be such as 
to leave a pleasing impression on the 
depositors. Daily contact with depositors 
will soon give them a knowledge of 
names and faces. An attitude of cour- 
tesy and friendliness should prevail, and 
at the same time undue friendliness 
should be discouraged. It is very es- 
sential that tellers should be courteous, 
for saying “Good morning” or “Good 
afternoon” and “Thank you” goes far in 
maintaining a pleasant relationship. 

A teller must have a neat and clean 
appearance. He should possess a high 
moral character, integrity and implicit 
trustworthiness, because he virtually con- 
trols or has temporary possession of all 
the funds which come into the bank. 
Because of this fact the cost of the surety 
company bond of indemnity is high. He 
must possess the attributes of speed and 
accuracy and be even-tempered and self- 
possessed. Since he often works under 
pressure and to give good service is 
anxious to cut down lines of depositors 
without undue delay he must be self- 
composed and not permit himself to be- 
come rattled or flustered. Absolute equi- 
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librium is necessary to avoid or reduce 
costly errors which may creep into his 
day’s work. 

A teller does not come by his position 
overnight. He is trained through vari- 
ous departments. Some tellers start as 
messengers, work up through the filing, 
rack, and bookkeeping departments, and 
then are given an opportunity to handle 
money as assistants to tellers. Outside 
schooling in banking helps a young man’s 
chances to progress considerably. He 
gains a broader perspective and has a 
keener sense of the responsibility which 
devolves upon him when he advances to 
the important position of teller. Among 
other things, he must become acquainted 
with the signatures and financial respon- 
sibility of the customers. In addition, 
he should also have a knowledge of the 
law of negotiable instruments, particu- 
larly as it applies to banks, so as to be 
able to handle his work intelligently. 


IMPORTANCE OF SERVICE 


It must be borne in mind that a de- 
positor has little time to lose when he 
comes into a bank, and if service is not 
given promptly he will choose a bank 
where he is not obliged to waste any 
time to have his needs taken care of 
quickly. A teller, therefore, should 
serve his patrons without a moment's 
unnecessary delay. 

To accomplish this task, he should not 
enter into long conversations with de- 
positors, which would delay other cus 
tomers waiting in line. Furthermore, 
the detail work which a teller must do 
should not be given preference to service 
at the window. The depositors should 
not be left standing at the window but 
should be dispatched as quickly as hu 
manly possible. 

A teller should not be permitted to 
attempt to adiust misunderstandings at 
the window. Such an attempt may lead 
to arguments or controversies at the 
window and not only leaves a customer 
dissatisfied but makes a very poor im: 
pression on those waiting in line to be 
served. Sometimes the rules of a bank 
make it impossible to do everything that 
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HE present vault equipment of the Pittsburgh 

Branch of the Federal Reserve Bank of Cleve- 
land was built and installed by YORK. Now, two 
great new vault doors—a 30 in. rectangular main 
door and a 30 in. circular emergency door—are in 
course of construction at the YORK factory for 
their new building. 
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Bank Lobby, Ampere Bank and Trust Company, East Orange, N. J. 


I thew new building of the Ampere Trust Company 
gives to this institution ample facilities for taking 
care of its expanding business. A feature of the interior 
arrangement is the placing of the windows to provide 
natural light in great abundance. The mezzanine floor at the 
rear is to take care of future expansion for working space. 


HOLMES & WINSLOW 


Specialists in Bank Architecture 
and Interior Equipment Complete 


153 East 38th Street - ° - ° New York 
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a depositor wishes, and in such instances 
he should be referred to an officer with 
all the courtesy and deference to which 
any patron of a bank is entitled. 

Good service is perhaps the drawing 
card of a bank, and no other employe 
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can do more than the teller to enhance 
his bank’s reputation for maintaining a 
high standard of service. 

The next article will discuss the 
risks involved in the function of re- 
ceiving deposits, 


Restrictive Depository Bonds Criticized 


certain form of restrictive deposi- 

tory bond has been issued by James 
E. Baum, manager protective depart- 
ment, American Bankers Association, on 
behalf of the association’s insurance com- 
mittee: 


T= following warning regarding a 


Among bank depository bonds available to 
insure the safety and return of public funds 
on deposit, one form issued by a large surety 
company contains the following “express con: 
dition,” numbered 5: 

“That if at any time during the currency 
of this bond there shall come to the notice or 
knowledge of the Obligee, any in- 
formation tending to indicate that the bank 
has not paid promptly on demand any of its 
obligations or is doing anything irregular or 
unusual, or is dishonestly or improperly man- 
aged, or that it is in an unsound, insolvent 
or failing condition, the Obligee shall imme- 
diately notify the Surety and shall forthwith 
withdraw from said bank the entire amount 
of the deposit covered by this bond and upon 
such withdrawal liability under this bond 
shall terminate.” 

The words in italics not only give the 
surety company a wide latitude to evade lia- 
bility, but also overload the public official 
with a heavy responsibility. Interpreted 
broadly, “any information tending to indi- 
cate” could be applied to any flimsy and un- 
founded rumor, criticism or whisperings 
which may be imagined or can be so con’ 
strued as to reflect upon the bank's financial 
condition. Moreover, many banks “doing 
anything irregular or unusual,” may be the 
soundest in their community. It is conceiv- 
able, for example, that a bank which adds 


service charges on unprofitable checking ac- 
counts, or those adopting the most stringent 
protective measures, might be accused of do- 
ing something “irregular or unusual.” Also, 
banks which require advance notices for 
withdrawal of funds above certain amounts, 
solely because they are trying to reduce the 
hazard of loss through daylight holdup, might 
be suspected of being in an “unsound,” if 
not an “insolvent or failing condition,” as 
expressed in this condition of the bond. 

Obviously, no public official should be ex- 
pected to deposit or continue carrying funds 
in a bank which is dishonestly or improperly 
managed, or is in an unsound, insolvent or 
failing condition. Nor should any public 
official depend entirely on a depository bond 
for indemnity of loss, once he knows the 
depository is in an unsound or failing con- 
dition. But strict adherence by these public 
officials to the extremely broad requirements 
of this clause might cause them to lead a 
run on any bank. 

Despite the underwriters’ contention that 
in 1930, loss payments on depository bonds 
exceeded $11,000,000, or more than double 
the amount of premium revenue, no bank 
should expose itself to the possible effects of 
a contractual binder written in such sweeping 
terms as outlined above. Other forms of de- 
pository bonds make no such proviso and for 
many years they have been available from 
the leading surety companies. 

Although we have no knowledge that the 
surety company writing this bond has evaded 
liability by a strict interpretation of this con- 
dition, member banks are cautioned against 
the use of any form of bond containing this 
objectionable clause. Meanwhile, our insur- 
ance committee is negotiating for its elimina- 
tion or modification. 
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Classifying the Bank Acceptance 


Should the Bank Acceptance Be Governed by the Same Laws and 
Subject to the Same Rules as an Ordinary Bill of Exchange ? 


By Joun S. DuRLAND 
Vice-President and Treasurer Banca Commerciale Italiana Trust Company, New York 


HE recent failure of a large bank 
iE made it a question of interest 

to everyone having anything to do 
with bank acceptances to ascertain just 
what kind of an instrument of credit a 
bank acceptance is. The fact that a 
large amount of this bank’s acceptances 
were outstanding at the time of its fail- 
ure has brought about actions of several 
kinds, both legal and otherwise, none of 
which appears to a layman to follow the 
same theory and all of which also appear 
to be confused by following tortuous 
paths rather than what seems to be the 
most natural and direct one. 

In the writer's opinion a bank ac- 
ceptance is a bill of exchange like any 
other and should be governed by the 
same rules and subject to the same law. 
When the taker of the credit, namely 
the buyer of the goods, gives the bank 
an acceptance agreement he obligates 
himself to provide the funds to meet the 
acceptance to be given by the bank for 
his account. The bill is drawn under 
and with reference to the letter of credit 
which originates in the acceptance agree- 
ment and the taker of the credit thereby 
becomes a party to the bill, in fact, the 
principal party, in case of the disability 
of the bank to meet it, as he holds the 
goods or proceeds thereof originally to 
take care of it. 

Like any other bill of exchange, this 
bill, drawn under a letter of credit issued 
by the bank, is a means of payment, but 
in this instance the bill of exchange car- 
ties with it title to the goods for which 
it pays, whereas in ordinary bills of ex- 
change it may be that there are no goods 
involved. It follows that title to the 
goods or their proceeds should at all 
times lie in the holder of the bill even 
after the buyer by means of a trust re- 


ceipt has received them from the accept- 
ing bank and the writer believes even 
though the trust receipt states specifically 
that the goods or their proceeds belong 
to the accepting bank, this title is only 
good if the accepting bank honors its 
acceptance. 

As far as the writer can see the failure 
of the accepting bank does not alter this 
situation in any way except in so far as 
one of the parties to the bill is now 
known to be insolvent. 


THE POSITION OF THE TAKER 


If the taker of the credit prior to the 
maturity of the acceptance received the 
proceeds and in accordance with his ob- 
ligation under the trust receipt antici- 
pated the payment of the acceptances 
those funds are the proceeds of the goods 
and belong to the holder of the bill no 
matter in whose hands the funds lie. 
If he has not anticipated payment, then 
the holder should look to him next for 
the payment as he is in possession of 
either the goods or the proceeds thereof. 

The writer understands that in this re- 
cent failure there have been cases where 
the taker of the credit has deposited the 
proceeds of the goods in his account with 
the bank, violating his obligation under 
the trust receipt and placing him on a 
par with the other depositors of the bank 
in which case it is the writer's opinion 
that he has no right to offset this deposit 
against his obligation under the accep- 
tance agreement and the corresponding 
trust receipt. He should have his right 
to his deposit or that portion of it which 
all the other depositors have, but his ob- 
ligation on the acceptance agreement re- 
mains the same. Conversely the writer 
believes that the depositors of the bank 
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in estimating the soundness of the same 
are not concerned in any way with the 
asset represented by the ‘customers’ lia- 
bility for acceptances” given for their ac- 
count by the bank, and in the liability 
represented by “acceptances outstand- 
ing” they are interested to the extent 
that the bank has a contingent liability 
on same to whatever extent the custom 
ers are not able to place the bank in 
funds to take up the acceptances given 
for their account. 

These two items offset each other to 
such an extent that they might well ap- 
pear as an addition to the statement 
rather than in the body of same in the 
same way as in the statements of some 
banks one finds as an addition to the 
main statement, per contra items cover- 
ing collections, guarantees given, etc. 


HOW THE QUESTION SOLVES ITSELF 


It seems to the writer that this ques- 
tion solves itself readily enough from a 
practical point of view and should do so 
from a legal point of view if we consider 
the bank acceptance as a bill of exchange 
like any other and apply it under the 
same law without going into the law of 
suretyship, laws of trusts, etc., etc. 

The vital thing in the bank accep- 
tance given under the Federal Reserve 
Act is that the holder should know that 
at all times behind the bill and all the 
“ parties to it are the goods which should 
liquidate it. 
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Although the drawer of the bill, that 
is, the seller of the goods, is equally 
liable with every other party to the bill, 
it is to be hoped that holders of bills 
accepted by banks which fail will pro- 
ceed first against the holder of the goods 
or the proceeds thereof rather than fol- 
low back along the line of endorsers to 
the seller of the goods. 

It would appear to be of considerable 
importance to the banks making a prac: 
tice of opening these credits that the 
seller of the goods, usually a long dis- 
tance away from the goods he sold, know 
that in practice the dishonored bill would 
not come back to him unless all the other 
parties to it had failed. 

In this connection it is said that not 
only some of the banks but also the Fed- 
eral Reserve Bank took steps which 
brought the dishonored bills directly 
back to the seller of the goods which 
action presumably will cause him to 
hesitate when selling his goods against 
drafts drawn under letters of credit 
opened by American banks. 

On the other hand one of the large 
importers sought out and bought the 
bills drawn under credits taken by him 
and made his own settlement with the 
receiver of the bank rather than let his 
sellers abroad have any trouble with bills 
drawn under credits which he provided. 
Tt seems that such action should be com- 
mended. 





The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 
and Latin America 


crisis which culminated in July 

and is now on the slow road to 
recovery. The moratorium on repara- 
tions and governmental debts suggested 
by President Hoover has, after vexatious 
delays, finally been put into effect, and 
this has contributed greatly to Ger- 
many’s relief. Agreement has been 
reached for extending the short-term 
credits to Germany, and a committee 
in session at Basel has considered means 
for granting credit to that country 
on longer terms. A recent attempt to 
call a special session of the Reichstag by 
means of a plebiscite has failed, and this 
is interpreted as a sign of the willing- 
ness of the German people to give the 
government of Chancellor Bruning a free 
hand in dealing with the situation with- 
out political interference by the legisla- 
tive body. The improvement in the Ger- 
man situation has not been effected with- 
out resort to drastic measures and much 
hardship to industry, banking and the 
people generally. Banks and bourses 
were closed, but the former soon re- 
opened and have not experienced a con- 
tinuance of the run that forced their 
temporary suspension. Interest rates 
have been forced up to a high figure, and 
the discount rate of the Reichsbank, 
after having been raised to 15 per cent., 
still remains at 10 per cent., thus put- 
ting a serious burden upon industry and 
trade. Exchange dealings have been 
placed under severe restrictions. The 
power of municipalities to contract 
debts has been sharply curtailed, and 
other measures taken to assure public 
economy. The protocol drawn up for 
the debt and reparations moratorium 
provides that all suspended payments be- 
come unconditional obligations of the 
debtor governments to be repaid over a 


(Fees has passed through the 


ten-year period beginning July 1, 1933, 
with interest at 3 per cent. from July 1, 
1933. There are to be ten equal annual 
instalments, each instalment to be di- 
vided into twelve monthly payments, in- 
cluding principal and interest. While 
neither the moratorium nor the extension 
of the short-term credits will completely 
solve the German situation, temporary 
relief of a very important character will 
be afforded, and if a plan to provide 
long-term credits can be worked out in 
accordance with the suggestions made by 
the Basel committee, and if the measures 
taken by Germany for internal reforms 
are continued and their scope extended, 
the country should slowly work its way 
back to economic health. But perma- 
nent improvement calls for a better un- 
derstanding between Germany and 
France. Hopes that this may be reached 
at the visit which Prime Minister Laval 
and Foreign Minister Briand are to make 
to Berlin seem well founded. Before 
the time comes when the moratorium will 
expire some plan will have to be devised 
for placing reparations payments on a 
basis that will enable Germany to meet 
them without deranging her economic 


’ system and threatening a political up- 


heaval of the gravest character. This 
will no doubt call for a scaling down of 
the debts due to the United States of 
America—a fact which is no doubt un- 
pleasant and which many, even in official 
circles, are reluctant to face. The po- 
litical situation in Europe is undergoing 
some significant changes. France and 
England are growing less cordial in their 
relations, due chiefly to what is regarded 
as an unfriendly attitude by the Bank of 
France in withdrawing gold from Lon- 
don. The imputation of unfriendliness 
is stoutly denied by the French financial 
institution. Visits of the German Prime 
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Minister and Foreign Minister to Rome 
and the announcement that Signor Mus- 
solini will go to Berlin indicate that dis- 
cussions are taking place which will pro- 
foundly affect the course of European 
affairs. Some of these exchanges of 
courtesies are exciting much curiosity and 
some suspicion. France and Italy have 
agreed to resume conversations with a 
view to reconciling the naval differences 
between the two countries which were 
brought to light at the London Confer- 
ence. Sterling exchange has, shown 
marked weakness in recent weeks, and 
in the last two weeks of July the Bank 
of England sustained a heavy drain of 
gold, some $160,000,000 going out in 
that period. To strengthen sterling a 
credit of $250,000,000 was extended to 
the Bank of England, one-half being fur- 
nished by the Bank of France and one’ 
half by the Federal Reserve Bank of 
New York. Latin America has fur- 
nished some interesting items in the 
news lately. Mexico has gone on the 


silver basis, there has been a political 
upturn in Chile, while Cuba has been 
disturbed by a revolution. The Ar- 
gentine, disappointed in not being able 
to make satisfactory renewals of some 
short-time obligations, announced a 
readiness to ship $50,000,000 in gold to 
New York. For some time the Bank of 
France has been a liberal buyer of ac 
ceptances in the American market, but 
of late the tendency of that institution 
is to convert maturing bills into cash and 
te refrain from making fresh commit: 
ments. On the Continent of Europe 
generally the situation seems to be tend: 
ing toward improvement. This is mark- 
edly true with respect to Germany. The 
complete economic collapse of that coun- 
try and the possible political upheaval 
which many expected have not taken 
place. On the contrary, the way has 
been opened for a return to fairly satis 
factory conditions. Rather curiously, 
the strain on Germany has been to some 
extent passed over to England. London 
as a great international financial center 
was bound to feel the impulse of the 
shock to German credit, and the British 
situation has been rendered more difh- 
cult by grave internal financial and in- 
dustrial problems. As an indication of 
the situation, the Bank of England re- 
ceived authority to make a temporary 
increase of its fiduciary note issues, and 
the rate of discount has been advanced 
from 2Y to 3% per cent. and later to 
44 per cent. 


GREAT BRITAIN 


A heavy drain of gold and anxiety 
over the budget situation have unsettled 
conditions recently to a serious degree. 
Just before the mid-summer adjourn: 
ment of Parliament the report of an 
economy committee was made public in 
which drastic fiscal reforms were de 
clared to be necessary if a huge deficit 
in the budget of the current year was 
to be avoided—a deficiency possibly run- 
ning as high as $600,000,000. While 
recognizing the desirability of increasing 
revenues and of curtailing expenditures, 
the authorities see great political and 
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economic difficulties in carrying out the 
committee’s recommendations. To re- 
duce the compensation to the unem- 
ployed and the salaries of certain classes, 
as proposed, would probably cause great 
political discontent. If taxes are in- 
creased sufficiently to fill the gap be- 
tween income and outgo, a further 
burden would be put on industry and 
trade, already taxed near the limit of 
tolerance. For the time being measures 
have been taken to stop the gold drain— 
two successive increases in the discount 
rate of the Bank of England, and a 
credit of $250,000,000 obtained by that 
institution from the Bank of France and 
the Federal Reserve Bank of New York. 
The strain on London has been further 
relaxed by the improvement in the Ger- 
man situation. Apprehension that a 
serious flight from the pound is taking 
place hardly seems warranted, although 
the long-continued depression in trade 
and industry, antedating the world 
crisis, has undoubtedly caused some dis- 
trust of the stability of British finance. 
Part of this distrust has originated in eco- 
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nomic conditions and part of it is polit- 
ical,, important business and financial 
interests being none too friendly to the 
Labor Government. Under existing con- 
ditions any government would probably 
find great difficulty in gaining and keep- 
ing the popular support in taking the 
steps essential to a speedy restoration of 
the budget balance. It had been ex- 
pected that a considerable outlay would 
be saved by debt conversion carried out 
on a large scale, but this expectation has 
been temporarily disappointed owing to 
unfavorable conditions. At the moment 
London’s perplexities have been aggra- 
vated by the extensive relation that 
center bears to world trade and finance. 
Added to this there are internal prob- 
lems of long standing and of a serious 
character. The traditions and achieve- 
ments of the country afford the basis for 
believing that these difficulties will be 
finally surmounted. Prime Méinister 
MacDonald, being unable to gain the 
support of ‘sufficient members of his 
party for a program considered neces- 
sary to the restoration of a budget equi- 
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librium, tendered his resignation on Au- 
gust 24, and a new cabinet has been 
formed with Mr. MacDonald at its head, 
but containing also representatives of 
the Conservative and Liberal parties. 


THE COUNTRY’S FOREIGN TRADE 


For the month of July of this year 
there was a decrease of £18,229,000 in 
exports and a decrease of £15,091,000 in 
imports, as compared with the same 
month in 1930. For the seven months 
of 1931 total exports were £274,044,- 
000, compared with £411,541,000 in the 
same period for 1930. Imports for the 
seven months this year were £488,014,- 
000, compared with £626,879,000 in the 
seven months of 1930. But in the two 
periods the balance of imports over ex- 
ports showed little change, being £213,- 
970,000 for the seven months of this 
year, compared with £215,338,000 for 
the corresponding period of last year. 
Exports of British products, while far 
below the figures for April, May, June 
and July of 1929 and 1930, have re- 
mained almost stationary during each of 
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those months of 1931. The figures for 
July of this year are slightly higher than 
in either of the other months. As the 
trading of Great Britain includes ship- 
ping and banking income running into 
large figures, it will be seen that while 
the foreign trade has greatly diminished 
as compared with 1929 and 1930, the 
excess of imports over exports, when re- 
duced by the other services mentioned, 
is not a serious matter, particularly since 
Britain re-exports a large part of her im- 
ports. That the country has been able 
substantially to balance its foreign trade 
at a time when many others are having 
an “unfavorable” balance is an important 
factor to bear in mind in appraising the 
economic situation of the British Isles. 


NEW CAPITAL ISSUES 


According to the Midland Bank the 
amount of new capital raised in the first 
six months of this year was the smallest 
for any like period since 1919. The 
total for the first six months of 1931 
being £70,915,000, compared with 
£141,860,000 for the first half of 1930. 
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Issues for overseas made up a larger 
proportion of total issues in the last six 
months than for any half-year period or 
in any year since 1924, which is ex- 
plained by recent heavy borrowings by 
India. 


WAR DEBTS DUE TO GREAT BRITAIN 


Mr. Snowden, the Chancellor of the 
Exchequer, recently gave the following 
information regarding  inter-govern- 
mental debts due to the United Kingdom 


in the year July 31, 1931 to June 30, 
1932: 


Country. Amount. 
£000. 
Germany (Reparation) 


France (War Debt and Hague Annu- 


struction Loans 

Roumania (War Debt, Relief Debt 
and Repatriation of Prisoners of 
War) 

Portugal (War Debt) 

Jugoslavia (War Debt and Relief 
Debt) 

Greece (War Debt and Loan for 
stores) 

Poland (Relief Debt, Repatriation of 
Prisoners of War and cost of 
occupation of Upper Silesia Ple- 
biscite area) 

Estonia (Relief Debt and Loan for 
stores) 

Austria (Relief Debt) 

Latvia (Loan for stores, and Repatri- 

__ ation of Prisoners of War) .... 

Lithiania (Loan for stores, and cost 
of occupation of Plebiscite area) 

Czechoslovakia (Repatriation of Pris- 
oners of War) 

Australia (War Debt) 

New Zealand (War Debt) 

South Africa (War Debt) 

Newfoundland (War Debt) 


Trinidad (War Debt) 
Jamaica (War Debt) 
India (War Contribution) 


* Not including £1,628,000 previously 
postponed in respect of the principal of the 
Australian Debt. 


t South Africa has expressed the wish to 
make this payment as usual. 


GERMANY 


This country has been so much at the 
front in recent weeks, and its condition 
so exhaustively discussed in current 
publications, that little remains to be 
said. One fact is clear, however, and 
that is that Germany's progress toward 
economic collapse has been definitely 
halted, and that there is a turn for the 
better. After receiving much outside 
assistance in the shape of the Hoover 
Moratorium and the extension of short- 
term credits, the country has set to work 
to retrench expenditures and to take 
other steps essential to recovery. Some 
disappointment has been felt on account 
of inability to secure fresh loans of either 
a long or short-term character, but the 
leading banks of the world have appar- 
ently reached the conclusion that the 
basis for such credit does not exist at 
present. With the breathing spell af- 
forded by the reparations moratorium, 
and the extension of outstanding short- 
term credits, the country’s economic 
situation may improve sufficiently to 
warrant the further credit which the 
country must have in order to work out 
of the existing dilemma. Unless condi- 
tions greatly improve before the expira- 
tion of the reparations moratorium at 
the end of June next year, it is con- 
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sidered that Germany's troubles have 
only been postponed and not greatly 
remedied. There is a strong feeling in 
Germany, not unsupported elsewhere, 
that the country must be relieved abso- 
lutely of a large share of the reparations 
load before a real recovery can take 
place. This will involve the whole in- 
ter-governmental debt question, and an 
adjustment of the matter will demand 
political and financial skill of a high 
order. ; 


FRANCE 


While the economic situation of 
France is now less satisfactory than in 
the earlier months of the year, it is still 
much better than in most other coun- 
tries. Unemployment, which at no time 
has reached serious proportions, remains 
about stationary. A textile strike which 
had existed for eleven weeks was lately 
settled. Conferences between officials 
of the Bank of England and the Bank of 
France have taken place recently, and 
as a result better relations have been 
established between those institutions. 
French co-operation in _ international 
finance on a scale commensurate with 
the country’s strong financial position is 
believed to be dependent upon the bring- 
ing about of better relations with Ger- 
many, a result which is hoped to follow 
a contemplated visit of leading French 
statesmen to Berlin. Interrupted nego- 
tiations between France and Italy relat- 
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ing to naval armaments were recently 
resumed. 
ITALY 


While recently showing indications of 
some seasonal improvement, the Italian 
situation, taken generally, shows no signs 
of definite recovery. There was of late 
a slight decline in monthly unemploy- 
ment figures, but the number out of 
work is yet far above the figures of a 
year ago. Italy is rapidly cutting down 
her balance of imports over exports. For 
the five months January to May of this 
year the excess of imports was 1,249 
million lire, compared with 2,379 mil- 
lion lire for the same period last year. 
For the four months imports from the 
United States of America declined 
nearly 50 per cent. Trade with Russia 
is rapidly expanding. The budget for 
1930-31 closed with a deficit of 896,000, 
000 lire (excluding capital account). 
The internal debt was increased during 
the fiscal year by 1,702,000,000 lire. 


DENMARK 


From January to May the country’s 
foreign trade was represented by imports 
valued at Kr. 732,000,000 and exports 
Kr. 674,000,000, an excess of Kr. 58, 
000,000 on the import side. For the 
same period last year the excess of im 
ports was Kr. 31,000,000. The textile 
industry, which ranks second in impor’ 
tance of the branches of Danish industry, 
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has recently published its annual report, 
containing an interesting exposition of 
the working conditions during the last 
year. In spite of the fact that the total 
consumption of textiles—of Danish and 
foreign origin collectively—was greater 
in 1929 than in any previous year, it 
showed further increase in 1930 and ac- 
cordingly reached a new maximum. But 
the entire increase and still more fell to 
the share of the importers and the per- 
centage of the Danish production to the 
sales was reduced from 38.2 per cent. 
to 36.6 per cent. Accordingly the per- 
centage of employment was lower in 
1930 than in 1929, but as the reduction 
of the number of working days exceeded 
the reduction of the production, it ap- 
pears that the endeavors of the factories 
to rationalize their methods have once 
more proved effective. Regarding labor 
conditions in the textile industry it is 
reported that they have never been better 
than in 1930 and that throughout the 
year not one working day has been lost 
owing to labor conflicts. 

The total balance sheet of all Danish 
banks (with the exception of the Na- 
tionalbank) aggregated Kr. 2,872,000,- 
000 at the end of May, or Kr. 4,000,000 
less than at the end of April. Deposits 
were increased by Kr. 22,000,000 to 
Kr. 2,046,000,000, while loans were re- 
duced by Kr. 11,000,000 to Kr. 1,796,- 
000,000. Out of the funds thus made 
available Kr. 32,000,000 were applied in 
reduction of the debt to the National- 
bank and the credit balances of the sav- 
ings banks. 


POLAND 


It is stated that the German crisis has 
not seriously affected business conditions 
in Poland or the banks of that country. 
The fact that the Polish banks were not 
involved is ascribed to their indepen- 
dence of German financial interests. 

State finances for the first two months 
of the 1931-32 fiscal year (April 1— 
March 31) resulted in a deficit of 
33,200,000 zlotys. (1 zloty equals 
$0.1122), with revenues amounting to 
428,654,000 zlotys as against 461,854, 
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000 zlotys of expenditures. Compared 
with the corresponding figures for the 
same period of 1930, revenues show a 
decline of 38,498,000 zlotys (8 per 
cent.), as against a reduction of 14,101,- 
000 zlotys (3 per cent.) in expenditures. 
Both actual receipts and disbursements 
for the two months were below budget 
estimates by 10 and 3 per cent., respec- 
tively. Receipts from all items of taxa- 
tion, exclusive of monopolies, were lower 
by 40,291,000 zlotys (15 per cent.), the 
largest declines of 20,100,000 zlotys and 
15,387,000 zlotys (15 and 30 per cent.), 
respectively, shown by direct taxes and 
customs duties. Net receipts from 
monopolies were lower by 20,061,000 
zlotys (16 per cent.). 


HOLLAND 


The depression is being felt in this 
country, although less severely than in 
many other lands. Unemployment 
figures are above those of a year ago, 
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but have shown a slight seasonal decline 
of late. Foreign trade, January to May 
of this year, was represented by imports 
164,905,000 guilders and exports 114,- 
883,000 guilders. For the same period 
last year imports were valued at 214,- 
961,000 guilders and exports at 149,045,- 
000 guilders. Gold reserves of The 
Netherlands Bank rose from 445,979,000 
guilders in April to 497,417,000 guilders 
at the end of June. 


BRAZIL 


Sir Otto Niemeyer, of the Bank of 
England, who made an investigation of 
the Brazilian situation, has offered sug- 
gestions which may be summarized as 
follows: 

1. That immediate steps should be 
taken to form a central reserve bank in 
accordance with the statutes annexed, to 
which bank would be entrusted the sole 
right of note issue in Brazil, the custody 
of government balances, banking re- 
serves, and the other functions normally 
exercised by a central bank. 

2. The reserve bank to be autono- 
mous, with a capital subscribed half by 
the banks and half by the public in 
Brazil; to be entirely removed from state 
control or participation; and to be 
assisted temporarily by an expert coun- 
sellor. 

3. An external loan to be raised by 
the federal government sufficient to pro- 
vide the bank with the necessary foreign 
exchange cover for its notes and sight 
liabilities. 

4. As soon as the proceeds of the 
of the bank to meet it, as he holds the 
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milreis to be established by a monetary 
law, and the convertibility of the note 
issue to come into force. 

5. The federal government's assent 
to be required to all future external bor- 
rowing by the states, municipalities, or 
similar public bodies. 

6. Consideration to be given to the 
consolidation of the outstanding debt of 
the states which are in default. 

Following these suggestions, plans have 
been prepared for organizing the new 
central reserve bank. The bank is created 
for a period of thirty years, and has the 
sole right to issue notes throughout the 
country. From the date of its forma’ 
tion every other bank or federal trea- 
sury, as well as all public and private 
undertakings, are forbidden to issue, al- 
though this privilege will not prevent the 
government from coining pieces inferior 
to ten milreis according to bank require- 
ments. The capital is 60,000 contos, in 
300,000 shares, each of 200 milreis. The 
shares are divided equally between “A” 
shares, open to the public, and “B” 
shares, reserved to banks in operation in 
Brazil with a capital of 3000 contos and 
deposits of more than 10,000. No bank 
is permitted to possess shares of a value 
of more than a third of its capital. The 
bank will maintain a permanent mini- 
mum gold reserve of 30 per cent. of the 
total notes in circulation and sight re- 
sponsibilities. 


MEXICO 
The general economic situation con’ 


tinues unsettled and is at a standstill 
awaiting developments in the exchange 
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system. Under the provisions of a new 
monetary law passed by Congress on 
July 25 the silver peso has been made 
legal tender, gold has been demonetized 
and banks are permitted to reimburse 
gold depositors with 30 per cent. gold 
and the remainder in silver. The law 
also provides for other changes in the 
monetary system. Only a limited amount 
of foreign exchange was being sold by 
local banks on July 30 at rates of ap- 
proximately 3.40 silver pesos to the dol- 
lars. The press reports that the Minister 
of Finance estimates that the probable 
deficit in the Federal budget for the 
current year will amount to 80,000,000 
pesos. The deficit for the first five 
months of the year amounts to 32,000,- 
000 pesos. A bill introduced in Con- 
gress on July 29 provides for the cur- 
tailment of expenditures and for sweep- 
ing new tax laws. The projected laws 
provide for an extraordinary tax on the 
gross receipts of commerce, industry and 
agriculture on the basis of 1930 income 
taxes, and for increased taxes on various 


industries, including electric power pro- 
duction. 
JAPAN 


Business and finance in Japan bene- 
fited from the favorable action of the 
syndicate of New York banks on the 
Taiwan Electric Power Company bond 
issue and now the Industrial Bank of 
Japan is issuing a five-year debenture to 
the amount of 10,000,000 yen, paying 
5.5 per cent. for the further use of the 
power company. This project will mate- 
rially aid the industrial development of 
Taiwan. Another debenture issue of 
interest is that of Kobe city, totaling 
10,595,000 yen, issued at 100 yen with 
interest rate of 5.5 per cent. The term 
is for 18 years. Deposits in Tokyo clear- 
ing house banks were off 46,000,000 yen 
as of July 18, while postal savings in- 
creased in similar amount, presumably 
owing to the reduction in bank interest 
rates, and the redeposit in postal savings 
of interest received on bank deposits on 
July 1. 
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Current Conditions in Canada 


HE new treaty between the Do- 
minion of Canada and the Com- 
monwealth of Australia has given 


a wide variety of Canadian products a 
preferred position in the Australian 


@ market, says the current letter of the 


Bank of Montreal, and constitutes a 
basis of general optimism concerning the 
future development of trade between 
these two British countries. Canadian 
automobiles, newsprint, timber and 
canned salmon have been given special 
consideration, but when Canadian ex- 
porters have had time to make their 
goods better known in the Australian 
market there should be also a substantial 
increase in the volume of sales of a wide 
variety of other products. It has been 
stated that the value of United States ex- 
ports will suffer by about $25,000,000, 
but there are so many opportunities 
which have been opened to Canadian ex- 
porters by this new treaty, that its full 
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ultimate effect cannot be estimated 
closely. Of the 433 items which make 
up the Australian tariff schedules, there 
are 415 on which preference has been 
granted. Until there have been trial 
shipments of many different kinds of 
goods it will be difficult to judge the 
relative importance of the generous pref- 
erence on the items mentioned above as 
compared with the preference resulting 
from opening the whole market to Ca’ 
nadian products. 

In the Australian fiscal year of 192% 
30 the total imports of newsprint 
amounted to about $15,000,000, of 
which $4,200,000 came from Canada. 
In the Australian statistics the chief 
sources mentioned for the balance was 
Great Britain, but the real area of origin 
was probably the Scandinavian Penin- 
sula. Under the treaty Canadian news 
print will enter free of duty and the 
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general tariff on this item will amount 
to £4 per ton. 

Australian imports of salmon amounted 
to $4,000,000 in 1930, and of this 
amount $2,500,000 came from Canada. 
The old preference in favor of Canada 
amounted to the difference between the 
general rate, 2d. per pound, and the 
special rate of 1d. per pound. The new 
preference is the differential between 4d. 
per pound and 1d. per pound. This 
preference is twice that granted in 
former years. 

Automobile chassis to a value of nearly 
$30,000,000 were imported, of which ap- 
proximately $4,000,000 worth came from 
Canada and $19,000,000 worth from 
the United States. The new rates vary 
from 15 per cent. on unassembled chassis, 
to 35 per cent. on assembled chassis, 
while the general tariff varies from 32! 
to 45 per cent. Many types of Canadian 
timber receive a preference of $5 per 
thousand feet where there has been no 
preference in the past. The total value 
of Australian imports of wood and wood 
products from the United States has been 
in excess of $10,000,000. Since this is 


a group classification it would require 
analysis by an expert, as well as experi- 
ence, to judge how much of a change 
will result from the new rates, but it 
should be noted in passing that the pres- 
ent Canadian preference on staves and 
shingles, for instance, amounts to 50c 
per hundred, and on laths, 50c per thou- 
sand. 

The report of the Dominion Bureau 
of Statistics for the fiscal year of 1929- 
30 shows that Canada exported to Aus- 
tralia confectionery, rubber manufac- 
tures, fish, furs, textiles (including silk, 
cotton and felt); gloves and mitts, socks 
and stockings; oilcloths; paper board; 
paper; wall, writing and wrapping 
paper; books; iron pipe and tubing; iron; 
farm implements; razors; nails; needles 
and pins; electric apparatus; asbestos; 
coal; medical preparations; soda and 
compounds, and other chemicals; sta- 
tionery and musical instruments. There 
were exports to a value of more than 
$10,000 of each of these items. On al- 
most every item mentioned the prefer- 
ence in favor of Canadian goods is now 
larger than it was at the time these ex- 


371 





-_— eS 


372 


ports were made. Each of this wide 
variety of products has possibilities in 
the Australian market, but this does not 
tell the whole story. There are a great 
many other items manufactured in Can- 
ada which will now receive the benefits 
of preference in the Australian market. 
Canada’s present tariff policy is tending 
to increase the variety of Canadian man- 
ufactures and a great many of these 
newly manufactured products can be 
sold to advantage in both the Australian 
and the British West Indian markets. 


THE INDUSTRIAL DECLINE 


The industrial decline has now ex- 
tended to the point where factory and 
mill production is at the lowest level 
since 1926, says S. H. Logan, general 
manager of the Canadian Bank of Com- 
merce, in a recent statement. A sharp 
drop in the output of steel and auto- 
mobiles and of automobile materials is 
in contrast with a small reduction in 
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newsprint and with comparative steadi- 
ness in certain secondary industries, such 
as footwear and textiles; there are as well 
increases in the production of those 
manufacturers whose greatest activity js 
always at this time of the year and of 
that group which, with advantages in the 
way of location and low costs, is able to 
satisfy the needs of the buying public at 
prices commensurate with its present 
purchasing power. 


TOURIST. TRADE 


In 1930 the expenditures of visitors to 
Canada was reported at $279,000,000. 
It is too early to come to any definite 
conclusion as to the results of tourist 
trade this year, but some encouraging 
reports have been received as to the 
number of visitors (increases are re- 
corded at several points) although there 
is, as was the case in 1930, the qualifying 
factor that individual expenditures are 
on a smaller scale. 


Summary of MacMillan Committee Report 


HE report of the committee on fi- 
nance and industry set up by the 
Chancellor of the Exchequer in 
November, 1929, “to inquire into bank- 
ing, finance and credit, having regard to 
the factors, internal and international, 
which govern their operation, and to 
make recommendations calculated to en- 
able these agents to promote the develop- 
ment of trade and commerce and the 
employment of labor,” has been pub- 
lished. It is signed by every member of 
the committee except Lord Bradbury, 
who appends a memorandum explaining 
his reasons for disagreeing with most of 
the conclusions reached by his colleagues. 
The report is divided into two main 
parts, the first of historical, description 
and theoretical character, the second 
embodying the conclusions and recom- 
mendations of the committee. Below is 
a brief summary of the second part of 
the report as made by ‘The Statist: 


Unfortunately the anticipations of those 
who were responsible for our return to the 
gold standard in 1925 have, to a large ex’ 
tent, not been fulfilled. But it by no means 
follows, “even if the view be held, as it is by 
some of us,” that a mistake was then made, 
that the consequences can be repaired by a 
reversal of policy today. 

Adherence to an international monetary 
standard is desirable. We should not be in- 
fluenced merely by the exigencies of the mo- 
ment if there is reason to believe that there 
may be important countervailing advantages 
on a longer view. “In the particular case of 
Great Britain we believe that there are such 
advantages. One of our most valuable 
sources of income, indeed one of our most 
important export industries, is the practice of 
international banking and associated services. 
Along with our shipping and our staple ex: 
port industries this has been for a long period 
past one of our main sources of wealth. It is 
by no means clear that the possible advan- 
tages to our export activities from the fact 
that a fluctuating exchange would auto 
matically offset the rigidity of money incomes 
would balance the unquestionable loss to the 
first named; and we might be a poorer coun’ 
try on balance. It is not necessary, in order 
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to reach this conclusion, to exaggerate the 
benefits which accrue to us from our inter- 
national financial business. They are not so 
enormous as to outweigh all other considera: 
tions. For example, it is not likely that they 
have gone even a fraction of the way to- 
wards compensating the losses of wealth 
through unemployment in recent years. It is 
not our case that industry should be sacrificed 
to finance. It is, rather, that the benefits to 
industry from a fluctuating exchange would 
be inadequate to compensate the losses in 
other directions. For while a fluctuating ex- 
change would have undoubted advantages in 
certain conditions, it would often be merely 
substituting one form of instability for an- 
other. It would not be possible for a coun- 
try so intricately concerned with the outside 
world as Great Britain is to escape so simply 
from the repercussions of instability else- 
where.” 


CENTRAL BANKS AND THE PRICE LEVEL 


The Committee base their recommendations 
on the assumption that the next phase of 
monetary policy must consist of a whole- 
hearted attempt to make the existing inter- 
national standard work more satisfactorily. 
“It would be unwise for us, who have so 
much to gain by it, to give up the attempt to 
secure a sound international currency.” 

Discussing the international price level, the 
Committee’s emphatic opinion is that even if 
a further fall of wholesale prices be avoided, 
their stabilisation at approximately the pres- 
ent level would be a serious disaster for all 
countries of the world alike; and that the 
avoidance of such an event should be a prime 
object of international statesmanship. “A 
failure ty the Central Banks of the world to 
attempt to redress the fall of prices, in our 
judgment, would endanger the principles on 
which modern economic society is founded 
—namely, the dependence of the productive 
Process on the expectation of normal profit 
to individual concerns, and the sanctity of 
contract. For to allow prices to fall, while 
social forces maintain wage-costs, obliterates 
profit: and the attempt to reduce non-con- 
tractual incomes, without the power! to abate 
contractual incomes immediately, jeopardises, 
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both nationally and internationally, the sanc- 
tity of contract.” 

Whether or not the ultimate price level 
will be as high as might have been wished, 
having regard to all the social expediencies 
involved, a point will eventually come, the 
Committee urge, when, taking the world as a 
whole, international prices will have been re- 
stored to a level which is appropriate to the 
then existing levels of salaries and wages and 
to the burden of international indebtedness. 
“When this point has been reached, mone- 
tary policy directed towards raising the price 
level further must, of course, cease; and there 
must be substituted for it a policy which has 
as its objective the stability of the inter- 
national price level.” 

The Committee recommend that this ob- 
jective—first to raise and then to stabilise 
the international price level—be accepted as 
the guiding aim of the monetary policy of 
this country. They see no great reason to 
doubt the feasibility of attaining the objective 
of a higher price level in due course, pro- 
vided that the Central Banks of the leading 
creditor countries will work together with 
this end in view. “The chief ground of 
hesitation is the difficulty of securing ade- 
quate co-operation among Central Banks, 
rather than any obstacle inherent in the na- 
ture of the problem. The subsequent main- 
tenance of stability may prove more difh- 
cult, but experience alone will supply a con’ 
fident answer.” 

The Committee hope that the following 
principles will be adopted by Central Banks 
generally :— 

(i) All gold standard countries should 
agree that they will not allow gold to pass 
into active circulation, whether in the form 
of coins or of gold certificates. 

(ii) Central Banks should give collective 
consideration from time to time to the ques- 
tion whether it would be in the general in- 
terest that the legal requirements in force 
in different countries as to gold reserves 
should be relaxed or tightened up, and 
should undertake to use their influence with 
their Governments to secure changes along 
the lines indicated, so far as is compatible 
with their domestic situations. At the pres- 
ent time it is probably desirable that the legal 
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requirements as to the gold reserves of Cen- 
tral Banks should be relaxed; 

(iii) Central Banks should be permitted 
by the laws of their respective countries to 
reckon balances with the Central Banks of 
other standard countries, or with the Bank 
for International Settlements, as the equiva- 
lent of gold for all the purposes of the law. 
This would be a merely optional and permis- 
sive provision and would not force the dis- 
cretion of any Central Banks; 

(iv) Central Banks must not be unduly 
limited in their power to expand their de- 
posits otherwise than against a corresponding 
increase in their holdings of gold or the 
equivalent of gold. Such undue limitation 
may result if the class of assets which the 
Central Bank is entitled to hold is too nar- 
rowly prescribed by law. Similarly, it should 
lie within the power of a Central Bank to 
restrict the volume of its deposits otherwise 
than by decreasing its holdings of gold. 


PROPOSALS TO MEET THE PRESENT 
EMERGENCY 


The Committee then pass to the consider- 
ation of measures designed to deal with the 
present emergency. The first measure to- 
wards the restoration of the international 
price level must necessarily be taken on the 
initiative of the creditor countries, and it 
must consist partly in a greater willingness 
to buy and partly in a greater willingness 
to lend. “The former will result from a 
revival of enterprise and investment within 
the creditor countries themselves; and the 
latter will permit an increase of purchasing 
power and a recovery of consumption, to 
the accompaniment of a revival of capital 
expansion, in the debtor countries. Failing 
this the creditor countries will soon have 
sucked in all the gold available in the hands 
of the debtor countries, and this may entail 
a series of defaults, preceded, in the effort to 
avoid such a dishonor, by a severe curtail- 
ment of credit and purchasing power at- 
tended by a low or falling price level.” 

Co-operation and consultation among the 
creditor countries are urged. “This means, 
in the main, a concerted policy between the 
Central Banks and issuing institutions of 
Great Britain, France, and the United States.” 

The desirability of foreign loans being 
made by the leading creditor countries on a 
greater scale than in the past two years 
should be generally accepted. The Central 
Banks and Treasuries of these countries 
should do everything that lies in their power, 
compatibly with the requirements of their 
own gold position, (a) to remove any legis- 
lative or administrative hindrances in the way 
of opening their financial markets to the re- 
ception of foreign loans, and (b) to permit 
a volume of domestic credit which will en- 
courage the market to take full advantage of 
any foreign issues which they may think at- 
tractive. 


It is not essential that the loans should be 
made to the weaker debtor countries. “It js 
often better that such countries should be 
helped by improving the market for their 
exports than by enabling them to add to 
what may be already an excessive burden of 
indebtedness. A loan to any borrower who 
intends to employ it for increased real invest. 
ment will, by raising the aggregate of buying 
power in the world, tend to raise both the 
prices of commodities and the volume which 
can be sold and thus to improve the trade 
balances of other countries.” 

Central Banks should favour a persistent 
and determined policy to maintain an abun- 
dance of cheap credit in their domestic money 
markets, sufficient both to satisfy the un- 
usually large demands for liquid resources 
due to nervousness in the financial world 
and also to support any new productive enter- 
prises coming forward. Very low rates of dis- 
count prevail, it is true, already, but have so 
far failed to bring about the transfer of 
money from short-term to long-term loans. 
This is due to lack of confidence among in- 
vestors. This obstacle could be surmounted 
by organised international co-operation and 
it is suggested that schemes might be con- 
sidered “for loans guaranteed by a joint fund 
to which borrowers would contribute a per’ 
centage of the sum borrowed in return for 
the guarantee, any ultimate deficiency on the 
fund being met by the guarantors.” 


DOMESTIC MONETARY POLICY 


The report then turns to the policy of the 


Bank of England. Discussing the principle 
of the fiduciary issue the report states: “For 
merly, when the Bank’s gold was held for 
two purposes, partly to meet an external 
drain and partly to meet an internal drain, 
it may have been reasonable to earmark a 
substantial part of it for the latter purpose. 
But now that the second purpose has dis 
appeared, and has in fact been abolished by 
law, so that the gold reserve of the Bank of 
England is held for no other purpose than 
to meet a foreign drain, the effect of en 
forcing the principle of the fiduciary issue is 
to. forbid the Bank of England to use by far 
the greater part of its gold for the only pur 
pose for which it is held or could be used.” 

The Committee regard as unsatisfactory a 
system “under which so high a proportion 
of the gold stock is locked up in such a way 
as not to be available for export if the Cen- 
tral Bank should so desire,” and they lay 
down certain principles for. the regulation of 
gold reserves in present-day circumstances. 
They recommend :— 

(a) That Parliament should give the Bank 
of England power to put into circulation 
notes to an amount exceeding by a mod: 
erate figure what has been found by experi 
ence to be the normal note circulation. “Thus 
if we take the seasonal maximum of the 
present note circulation (exclusive of notes 
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in the Banking Department) at £380,000,000, 
the absolute maximum beyond which the 
Bank of England must not go might be set 
at £400,000,000, this figure being subject to 
modification by law from time to time. Pro- 
vision should also be made for additional 
temporary elasticity by permission of the 
Treasury on application by the Bank of 
England similar to the provision in the Act 
of 1928.” 

(b) That the Bank of England should by 
law not be permitted to allow its gold re- 
serve to fall below (say) £75,000,000, ex- 
cept temporarily by permission of the Treas- 
ury in accordance (again) with a procedure 
similar to that laid down in the Act of 1928. 
“In proposing this figure as a_ statutory 
minimum we do not contemplate that the 
Bank of England would actually allow its gold 
to fall so low in any ordinary circumstances.” 

“To prevent misunderstanding,” the Com- 
mittee add that they are not in favor of 
a reduction in the Bank's normal stock of 
gold, and they recommend that the Bank's 
normal holdings of gold or its equivalent in 
foreign exchange should, in view of the large 
liability of London as an international bank- 
ing centre, be larger than they have been in 
recent years. ““What we envisage, therefore, 
in the future is a Bank of England with 
both increased resources and greater free- 
dom. It is necessary, however, to say that 
freedom and willingness, if occasion requires, 
to export gold in considerable amounts pre- 
supposes power also to draw it back from 
abroad in case of need. This again pre- 
supposes that this country maintains a sound 
position in respect both to its Government 
finances and its balance of payments.” 

The separation of the Banking and the Is- 
sue Departments of the Bank of England 
the Committee regards as confusing and mis- 
leading to anyone who is not an expert. 
They point out, moreover, that if their rec- 
ommendations for the future regulation of 
the note issue and the gold reserves be 
adopted, the separation of the departments 
Must necessarily come to an end. They rec- 
ommend further that the form of the Bank’s 
Statutory weekly return should be amended 
by the amalgation of the statements relating 
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to the two departments. This scheme “recog: 
nises the independence of the note issue and 
the gold reserve, and gets away from the 
false suggestion that the appropriate volume 
of the note circulation is closely bound up 
with the amount of gold in the vaults of 


the Bank.” 


RELATIONS OF THE BANK OF ENGLAND WITH 
THE JOINT STOCK BANKS 


The report then reviews the problem ot 
the relationship between the Bank of Eng- 
land and the joint stock banks. After dis- 
closing hitherto unpublished information re- 
garding the proportion between cash in hand 
and balances with the Bank of England the 
Committee propose :— 

(1) That the joint stock banks reduce their 
holding of notes and pay up to, say, £40,- 
000,000 into the Bank of England, increasing 
their balances with the Bank pro tanto. If 
this were done it would be for consideration 
whether the maximum figures for the note 
issue should not be fixed at some lower figure 
than £400,000,000. 

(2) That the joint stock banks should give 
up the practice of “window dressing” for 
the monthly returns, and at the end of the 
year. 

(3) That the London clearing banks 
should aim at keeping an amount of cash in 
bank notes and balances with the Bank of 
England of not less than 10 per cent. of 
their deposits. For banks other than the 
London clearing banks a percentage should 
be arrived at after consultation with the 
Bank of England. There might be advan- 
tages in allowing a slight elasticity on the 
initiative of the Bank of England in these 
reserves. 

(4) That there should be an increased 
measure of consultation and co-operation be- 
tween the Bank of England and the clear- 
ing banks. 

In the same section of the report the fol- 
lowing important though not strictly rele- 
vant recommendations are made:— 

(1) That as a matter for consideration in 
connection with long-term monetary policy, 
some provision might be made, in the event 
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of other central banks accepting a similar 
provision, for balances with the Bank for In- 
ternational Settlements to be allowed, at the 
discretion of the Bank of England, to reckon 
for all purposes of the law as the equivalent 
of gold. 

(2) That, having regard to the magnitude 
of London's international operations, the 
Bank of England's liquid assets ought to be 
increased at the first opportunity to a sub- 
stantially high figure and maintained there- 
after at this higher figure as the normal. “It 
would seem advisable for the Bank te supple- 
ment its gold reserves by liquid funds held 
abroad.” 

(3) Some increase in the total resources 
of the Bank of England might be required. 
Proposals made in connection with the cash 
balances of the joint stock banks might pro- 
vide some part of these resources; but the 
Committee suggest also that the Bank should 
consider an appropriate increase in the 
amount of its capital. 


THE FINANCING OF BRITISH INDUSTRY 


The Committee believe that there is need 
for closer co-operation of finance and indus- 
try; and they contrast the methods of is- 
suing foreign securities in this country with 
those of issuing home industrial securities. 


—as 


They suggest a further development of finan. 
cial organisation by the setting up of insti- 
tutions (of which the Bankers’ Industrial 
Development Company might be the nucleus) 
to act as financial advisers to industrial com- 
panies, to carry out all types of financing 
business, etc. Such institutions might be set 
up by the co-operation of the leading private 
banking institutions and the big banks. 
The Committee are satisfied that the bank- 
ing system is adequate and satisfactory in the 
provision of the normal short credits to in- 
dustry and their distribution, but they in- 
dicate that all concerned would benefit by a 
more extended use of the commercial bill 
as part of the mechanism of home business. 
While the Committee do not propose a 
change in the character of present banking 
practice, they think that the co-operation of 
the big banks is required both in taking an 
interest in the share capital of such an in 
stitution and being ready to provide such 
credit facilities as the institution may re 
quire pending a public issue. “The best 
course might be if the leading private insti- 
tutions and the big banks were to. co-operate 
in creating one or more such concerns. We 
understand that the creation of the Bankers’ 
Industrial Development Company was due 
originally to the belief that help in these 
directions might be given to industry by the 
City, which was not being given. We have 
been told, however, that the authorities of 
the Bank of England consider, as we do, 
that these are not proper permanent func 
tions for a subsidiary of a Central Bank. It 
would seem desirable, therefore, that the 
Bankers’ Industrial Development Company 
should at a convenient stage be definitely sep- 
arated from the Bank of England, have an 
independent existence, and rely upon its 
profit-making capacity as a private institution. 
It is possible that it might form a nucleus 
for that closer co-operation between finance 
and industry which we think is required.” 


NEED FOR BETTER INFORMATION. 


The fifth and last chapter of the report 
is a reasoned plea for more exact and detailed 
statistical data. The report suggests:— 

(1) A more detailed form of the monthly 
return published by the clearing banks, dis’ 
tinguishing, for example, between cash in 
hand and balance at the Bank of England 
and between money at call in sterling and 
money at call in foreign currencies. 

(2) A classification of bank loans and 
overdrafts in accordance with different classes 
of customers. 

(3) Detailed monthly returns of British 
joint stock banks other than clearing banks. 

(4) Information on foreign balances and 
foreign liquid assets held in sterling. 

(5) Figures for the aggregate of sterling 
acceptances in London on home and foreign 
account respectively. 
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(6) Amplification of Clearing House re- 
turns by publication of cheque transactions 
between customers of a single bank. 

(7) The Bank of England might usefully 
publish a monthly bulletin of statistics includ- 
ing the material which the Bank already 
compiles for the information of foreign and 
Dominion Central banks. 

(8) The balance of trade estimates should 
be placed on a more exact basis. 

(9) An acceleration in the publication of 
census of production’ figures and a greater 
frequency in the census investigations. 

(10) That statistics of the volume of wages 
paid should be collected. 

(11) An amplification in the present cal- 
culations of the volume of retail sales. 

(12) That the material at the disposal of 
the Board of Inland Revenue be utilised to 
furnish detailed statistics of the aggregate and 
distribution of profits. 

(13) That an attempt should be made to 
obtain information on the value of contracts 
completed and on hand. 


CONCLUDING NOTE 


“If our recommendations relating to inter- 
National action are given effect, we should 
hope for a great improvement in the situation 
in due course. If, however, progress along 
these lines is delayed, or if the action taken 
Is insuthicient, we believe that our own mone- 
tary authorities will not be able to remedy 
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matters without assistance from changes in 
other non-monetary factors by which the 
volume of our domestic output and employ- 
ment, and in particular our balance of trade, 
are also much influenced. Thus it is of the 
greatest importance that other domestic action, 
not of a strictly monetary character, should 
be taken as an essential condition to the 
monetary authority being in a position to 
employ effectively the methods of monetary 
policy. Some of these alternatives raise 
matters of active political controversy and 
cover ground where a general agreement 
among the members of this Committee was 
scarcely to be expected.” 


ADDENDA 


In his Memorandum of dissent Lord Brad- 
bury develops the theory that the real reasons 
for our economic troubles lie in the main in 
a field outside the reference of the Commit- 
tee. He questions the power of Central 
Banks over the general level of prices, and 
thus strikes at the root of the principal 
recommendations of the Committee. 

The first addendum to the report is signed 
by six out of the 14 members of the Com- 
mittee. It stresses the need for greater elas- 
ticity in money incomes (to be obtained if 
necessary by a revenue tariff) and for a great 
acceleration of schemes of capital development. 

The second addendum, signed by Mr. R. 


H. Brand, severely criticises any proposal for 
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the reckless expenditure of money on schemes 
of capital development, and further argues 
that free trade is incompatible with a rigid 
economic system in which money costs remain 
out of line with those elsewhere. 

An addendum signed by Professor Gregory 
examines and condemns resort to a tariff as 
a remedial measure for the existing disequi- 
librium, and suggests a more straightforward 
method of attack on the problem of disequi- 
librium between costs and prices. 

A fourth addendum, signed by Mr. L. B. 
Lee, regrets that the scope of the inquiry was 
held to exclude an examination of the effects 
on finance and industry of increased efficiency, 
all-round reductions in wages and salaries 
and the setting up of a general system of 
tariffs. 

A reservation signed by Sir Thomas Allen 


and Mr. E. Bevin makes a vague recommen- 
dation for the nationalisation of the Bank 
of England. 

Mr. Lubbock, as a director of the Bank of 
England, signs a reservation in which he 
refrains from expressing assent or dissent on 
any recommendations affecting the Bank. 

A further reservation, signed by Mr. New- 
bold, lays the blame for our troubles on 
defects inherent in the capitalistic system. 

Sir Walter Raine, in a note of reservation, 
blames the redivision of Europe, following 
the Treaty of Versailles, as the root of our 
present troubles, but suggests that we should 
add a tariff of our own to the barriers to 
international trade they set up. Also he dis- 
sents from the proposals relating to informa 
tion and statistics on the ground that the 
trouble and expense are unnecessary. 


International Banking Notes 


ending March 31, 1931, after paying 

a bonus to the staff of £9000, amounts 
to £208,286. To this amount has to be 
added £174,171 brought forward from the 
previous year, making an available total of 
£382,457. The interim dividend at the rate 
of 12 per cent. per annum, free of income 
tax, paid in January last, absorbed £120,000, 
and the sum of £14,000 has been placed to 
pension and.gratuity funds, leaving £248,457 
available. Of this amount £80,000 was ap- 
propriated in payment of a dividend at the 
rate of 8 per cent. per annum for the half- 
year ending March 31, making a total of 10 
per cent. for the year free of income tax. 
A balance of £168,457 was carried forward. 


HE net profit of the National Bank of 
New Zealand, Limited, for the year 


Tue Bank of Costa Rica has declared an an- 
nual dividend of 15 per cent. on the nominal 
value of its shares which is 1000 colones 
($250), and amounting to about 74 per cent. 
on their present market price. The director, 
Don Alberto Ortuna, was re-elected with the 
board of management which functioned dur- 
ing the past year. 


As from August 24, 1931, the business of 
city office of the Commonwealth Bank of 
Australia will be conducted at 8, Old Jewry, 
London, E. C. 2, on occupation of their new 
building, which is now completed. 


For the year ending June 30 the London & 
Eastern Trade Bank, Limited, shows net 
profits of £15,562 17s. 9d., which added to 
£19,636 1%s. 9d., brought forward, gives a 
credit to profit and loss account of £35,199 
13s. 2d. These figures are arrived at after 


making provision for bad or doubtful debts, 
income tax, expenses of management and all 
other charges. 

The conservative policy followed by the 
directors in the previous year was continued 
during the past twelve months with the result 
that there has again been a reduction in turn- 
over. The acceptances of the bank have 
come down from £1,586,529 to £1,200,950. 

Although the bank’s commitments are well 
spread geographically and are comparatively 
small in those countries most concerned in 
the prevailing financial crisis, the directors 
considered it prudent to conserve the bank's 
resources. They therefore recommended the 
placing of £25,000 to reserve for contingen- 
cies and the carrying forward of £10,199 
13s. 2d. 


At the recent annual general meeting of the 
Ottoman Bank, held at Winchester House, 
Old Broad street, London, the general com- 
mittee laid before the shareholders their 
sixty-fourth report, from which the following 
information is taken: 

The accounts made up to December 31, 
1930, after providing for bad and doubtful 
debts out of revenue and provisions pre- 
viously made, show an amount available of 
£138,271 7s. Od., including £27,318 17s. 7d. 
brought forward from the previous year. 

The committee recommended that distribu- 
tion be made at the rate of 3s. per share pay’ 
able in Istanbul, London and Paris on June 
29, 1931, and that, of the surplus, the sum 
of £40,000 be appropriated as provision for 
contingencies, leaving £23,271 7s. Od. to be 
carried forward to the current year. 

The report of the committee was approved, 
together with their recommendation for the 
allocation of profits. 
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How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


T the bottom of this 
page is reproduced a 


group of advertise- 
ments of the Commercial 
National Bank of New York, 
running currently in local 
newspapers. Another adver- 
tisement of the series is re- 
produced on the next page. 
This campaign is the result 
of long and careful planning 
in line with policies and ac- 
complishments of the bank 
since its organization. What 
was sought for was a defini- 
tion of values that the read- 
ing public could immediately 
identify as qualities of the 
| Commercial National. 

The problem of how to 
dominate attention without 
unusual expense presented it- 
self. It was decided to meet 
this problem by using space 
§ columns wide by 122 lines 
The next problem was one 
of simplification of text. Get- 
ting the story across without 
detail but without loss of 
permanency of impression 


INTEGRITY 


Steadfast adlerewe in cach transaction to the sound 
prowiples of constructive Banking 
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upon the reader. Words 
had to be carefully weighed. 
Each advertisement had to be 
a rifle shot to the bull’s eye. 
The words of the copy had to 
be made to come to life; to 
take on a new vitality and 
meaning. It was this neces- 
sity that dictated the type 
style of the series. It was 
felt that, in the proper set- 
tings, simple words of bank- 
ing speech would assume a 
significant importance. 

To achieve this composite 
result a fine discrimination in 
choice of typography and 
structure of layout was 
essential. Carefully spaced 
hand lettering patterned on 
Old Caslon was selected as 
fulfilling the exacting type 
requirements. Headline and 
text were thus so arranged 
that a maximum of visual 
attractiveness was attained 
without loss of forcefulness 
and dignity. The bank’s trade 
mark—in itself unusually at- 
tractive—was so placed in re- 


CO-OPERATION 
Meeting your Banking Problems with 
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lation to the text and the 
bank’s signature as to en- 
hance its appearance and ef- 
fectiveness. This series of 
advertisements, as a harmoni- 
ous whole, convey the im- 
pression of quality and char- 
acter. 


THE Royal Bank of Canada 
is making wide use of two 
little pamphlets, “Thank 
You!” and “Call Again,” 
each 3 x 5 in size, and 
printed in two colors. 

The pamphlet entitled, 
“Thank You,” which is given 
out to new depositors on the 
occasion of the opening of a 
savings account, reads: 


Your action in choosing us as 
bankers is much appreciated, 
and now that you are one of 
our savings depositors we shall 
be interested in helping you to- 
wards the goal you evidently 
have in mind—ultimate financial 
independence. 

Saving a worth-while amount 
of money can be made an easy 
matter if a definite plan is 
adopted. Why not set an ob- 


UNDERSTANDING 


Uniting Sound Banking rcith Practical Knowledge of 
the Special Problems of « Customer's Business 
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Three of a series of advertisements of a New York bank running currently in local newspapers and 

distinguished by typographical excellence and pleasing layout. The advertisements of this series, occu- 

Pying moderate space (5 columns x 122 lines), and with only a few words of text, have unusually 
strong attention getting qualities. 
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AMPLE FACILITIES 
Providing a competent service for the varied requirements. 
of Banks, Bankers, Corporations and Individuals 





THE COMMERCIAL NATIONAL BANK 
AND TRUST GOMPANY OF NEW YORK 


FIFTY-SIX WALL STREET 


Capital, Surplus and Undivided Profits in Excess of $17,000,000 \ 


MEMBER: KEW YORK CLEARING MOUSE ASSOCIATION . FEDERAL RESERVE SYSTEM 
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Another example of how moderate space can be made to 
dominate attention. From the current newspaper campaign 


of a New York bank. 


jective of $1000, and attain it 
by following one of the easy 
savings plans shown on the back 
page of this folder? 


At a great many of the 
800 branches of the Royal 
Bank of Canada, explains C. 
E. Bourne, advertising man- 
ager of the bank, payment 
of monthly bills is accepted 
for telephone companies and 
electric iight and other utility 
corporations. This gives the 
bank an opportunity to con- 
tact large numbers of pros- 
pective customers who would 
be hard to reach in any other 
way. 

It is to these prospects that 
the pamphlet, “Call Again,” 
is distributed on occasion of 
their payment at the bank of 
a bill of one of the companies 
for which the bank accepts 
payments. The text of this 
folder reads: 


The account you have just 
paid is received at this office as 


a convenience to you, a courtesy 
we are glad to extend. 

If you haven't a bank ac- 
count, would it not also be con- 
venient to keep your money at 
this branch? 

Why not set a savings objec- 
tive and attain it by following 
one of the easy payment plans 
shown on the back page of this 
folder? 

Whatever banking business 
you have to transact can be 
transacted here: 

When you send money away 
use Royal Bank Drafts and 
Money Orders, they will carry 
your funds safely and surely. 

When you travel buy our 
Travelers’ Cheques, safe, con- 
venient, as good as cash. 

Are your valuables safe? A 
Safety Deposit Box here will 
protect your valuable papers. 
Ask to see them. The rental 
cost is small. 


THE National Shawmut 
Bank of Boston has printed 
in booklet form, in the same 
size run in newspapers, a 
series of seventeen commer- 
cial advertisements presenting 


true stories of New England 
business successes. The series 
ran in 1930-1931, uniform 
size, 5 columns x 200 lines 
and was prepared for the 
Shawmut bank by Th 
Blackman Company of New 
York. As an indication of 
the general style of approach, 
let us take advertisement 
number 4 of the series, 
headed, “The Cannibal Fac 
tory That Ate Its Young,” 
with the subhead, “Reorgan- 
ization cuts costs 30%.” The 
copy of this advertisement 
reads: 


A certain New England meta 
manufacturer suddenly woke up 
to the fact that. in spite of a 
steadily increasing sales volume, 
his profits were decreasing year 
by year. 

Casual examination indicated 
that production costs were i 
the root of the trouble. A thor 
ough investigation by widely 
experienced engineers reported: 
“Antiquated machinery, idle 
equipment, out-of-date methods, 
and sterile floor space may 
eventually swallow up all your 
profits.” 

But the manufacturer wanted 
detailed information. “How 
much will it cost to modernize 
the plant,” he asked. “What 
savings are we certain of effect 
ing thereby?” A further search 
presented these facts: 

1. To replace the $556,000 
(book value) of old machinery 
would cost $475,000. 

2. To rearrange and reno 
vate the plant—with faster ele 
vators, overhead bridges, modern 
lighting, etc——would cost ap 
proximately $250,000. 

3. Such a_ reorganization 
would release 20 per cent. of the 
entire floor space—four build 
ings—which could be profitably 
rented. 

4. Many of the new ma 
chines could not only perform 
more work than the old ones, 
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but they would require less at- 
vention. For example, four 
modern machines with two 
operators could produce 40 per 
cent. more work than eight ob- 
wlete machines with four at- 
tendants. 

Without closing a single de- 
partment for more than a long 
weekend, this whole drastic re- 
organization was accomplished in 
four months. It has resulted in 
reducing production costs be- 
tween 30 and 40 per cent. 


At this point in the copy 
is another subhead, “Have 
you an unsolved problem,” 
followed by text reading: 


Although such far reaching 
investigations as this are outside 
the province of the National 
Shawmut Bank, we are often 
privileged to help both large 
and small business concerns by 
suggesting new ways and means. 

For example, if you are puz- 
‘ling over a marketing problem, 
our merchandising division may 
have the solution from long 
business experience and our in- 
numerable contacts throughout 
the country. Of course we 
cannot make definite promises of 
help, but there is an excellent 
chance that we may be able to 
produce some valuable and con- 
structive suggestions. 

Why not accept this invita- 
tion? Simply ring our mer- 
chandising division at Hancock 

Perhaps Shawmut can 


THe Central Hanover Bank 
and Trust Company, New 
York, has prepared a port- 
folio of the bank’s current 
direct mail and newspaper 
advertising which contains on 
page One an interesting state- 
ment of advertising policy, 
signed by John Donovan, 


advertising manager. This 
Statement says: 


Central Hanover advertising 
is competitive. No space is de- 
voted to the usual educational 
copy concerning wills, trusts, 
custodianships, etc. Shrinkage 
is the theme. Central Hanover 
specializes in reducing it. 

We do not think it necessary 
to educate a prospect in order to 
sell him. The prospect doesn't 
have to know all about the sub- 
ject before he can be sold. Cer- 
tainly a large percentage of 
people who drive automobiles 
don’t know how they work. The 
car will take them where they 
want to go. That's all they 
want to know. 

Central Hanover advertising 
is designed to follow the same 
line of reasoning. That is: 

1. It costs money to transfer 
property (we analyzed the cost 
in 41,000 estates). 


2. Planning for transfer of 
property will reduce the shrink- 
age. 

3. A Central Hanover Plan 
(which combines all phases of 
trust service) is a means of 
transferring your estate in a 
most economical way. At the 
same time, carrying out your 
wishes. 


As an example of an ad- 
vertisement built around 
these ideas may be taken the 
following, headed: “A Cen- 
tral Hanover Plan Shows 
How to Avoid Waste of 
Your Money,” run 5 col- 
umns x 224 lines in local 
newspapers. The text of this 
advertisement reads as fol- 
lows: 


‘(No Caketiu | on 


NO 


SECURITIES FOR 


SALE 


To assure complete freedom from con- 


flicting interests in the invesement of trust 


funds, Central Hanover has no securities of 


its own to sell, nor does it operate, own or 


control a security company of an invest: 


ment crust. 


The management of estates and trusts and 
the handling of banking business in all ia 


CENTRAL HANOVER BANK AND TRUST COMPANY - 


* NEW YORK 


LR 


A statement of 


olicy by a New York bank with 


respect to its methods of operation in the conduct of 


its trust and commercial business. 


Generous and ap- 


propriate use of white space lends added appeal to the 
well chosen typography. Run 5 columns x 175 lines 
in local newspapers. 
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The distribution of the aver- 
age estate is not carefully 
planned. As a result, complica- 
tions may arise which will cause 
expensive delays, force the sale 
of prime assets at a loss to pro- 
vide cash, or bring about dupli- 
cate taxation and many needless 
estate expenses. A Central Han- 
over Plan may enable your estate 
to avoid these causes of loss. 

The average shrinkage in 
settlement on a $750,000 estate, 
as shown by an analysis of 1635 
estates of that size made for 
Central Hanover from United 
States Government records is 
$109,675. A Central Hanover 


Plan may save as much as 
$50,000 of this usual loss. 

Prevent waste of your own 
money by securing a Central 
Hanover Plan for your own 
estate now. Our trust officers 
are always available for consul- 
tation with you and your at- 
torney. 

“How a Central Hanover 
Plan May Increase the Net 
Value of Your Estate.” 

This new booklet describing 
the major ways to estate econ- 
omy considered in preparing 
every Central Hanover Plan will 
be gladly sent if you will sign 
and mail this coupon to Central 





OUR HOME 


She frowns. 
rests. 


Her eyes twinkle. 
John, G.O. K. 


only knows.” 


* * 


of course — scans the list. 
“What are 
marked G. O. K., dear?” 
“Don't scold me, 
stands for Goodness 


TALK NUMBER 


G. O. K. 


A WOMAN checks a list. 
A man — her husband 


His eye 
all these items 
She smiles. 


* * 


If you have a number of similar 


Hanover Bank and Trust Con, 
pany, 70 Broadway, New York 
City. 


(Approximate size of estate) 


As an example of copy which 
adequately meets the needs 
of the local bank, the adver 
tising of the Home National 
Bank of Brockton, Mass., has 
long attracted favorable at 
tention among advertisers— 
attention that has extended 
not only well beyond the 
confines of the community 
which the bank serves, but 
the state in which it is lo 
cated. 

With this in mind, the 
editor of this department in: 
vited Durant Ferson Ladd, 
marketing counsel of the 
University Staff, Inc., Cam 
bridge, Mass., who not only 
handles the advertising of the 
Home National Bank, but 
who personally writes all the 
bank’s advertising copy (with 
the exception of occasional 
syndicated advertisements) to 
contribute something to these 
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items appearing on your budget, it 
might be wise to put the money in the 
savings department where it could 
draw interest and later be spent more 
wisely. 
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columns on the subject of 
preparing copy to meet the 
specific needs of the local 
bank. Mr. Ladd writes: 


Four years ago a careful mar 
ket study was made for the 
Home Bank. A balanced adver 
tising ration was recommended, 
a definite budget laid out and all 
advertising carried out in ac 
cordance with the original pla 
or subsequent revisions. The 
value of a written plan is that it 
becomes a document of pro 
cedure with speciftcations and 
measuring sticks giving oppor 
tunity to continue along succes 
ful lines as well as eliminating 


Use the Savings Department of the 
Home National Bank regularly to 
build up a cash reserve. 


HoME NATIONAL BANK 


34 School Street, Opposite City Hall 


ASK FOR A HOME FINANCE BOOK 


‘ 
‘ 
: 
‘ 
‘ 
‘ 
€ 
: 
‘ 
‘ 
‘ 
‘ 
‘ 
‘ 
: 
‘ 
‘ 
‘ 
‘ 
‘ 
‘ 


Outstandingly good savings copy of a Brockton, 
Mass., bank. Very much to the point, and so 
far off the beaten path as to be conspicuous. 
Run 2 columns x 110 lines in local papers. 
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and correcting errors. The 
original plan had faults. Not 





OUR HOME TALK NUMBER 


all the advertisements were 
good. But by continued experi- 
mentation, revision and checking, 
the percentage of plusses has 
steadily risen. 

The advertising formula for 
no two banks can be the same 
because a bank is but the re- 
fection of the mental attitude 
of its oficers. If the bank is to 
be successful it must keep that 
mental attitude in tune with the 
requirements of the locality 
which it serves. These require- 
ments change. This change may 
go so far as to require an entire 
change in mental attitude of the 
bank's officers, necessitating, per- 
haps, a change in certain of the 
personnel among the officers 
who contact the bank’s clients. 

Bank advertising must reflect 
the composite mental attitude of 
the bank's officers. If upon 
careful study it is found that the 
customer conception of the 
bank's attitude is wrong, adver- 
tising can help to change it. 
Advertising can also influence 
the attitude of an officer who 
has a faulty conception of cus- 
tomer contact. 

Fach piece of copy of the 
Home National Bank must con’ 
form to two general conditions. 
First it must be in keeping with 
general bank policy and second 
it must present in interesting 
fom a phase of bank service 
prescribed in the bank's general 
program for the period. After 
determining the subject, the next 
step is to determine the dominat- 
ing idea to be presented. Then 
comes the strategy employed to 
gain reader interest; to attract 
the eye to the text and to stimu- 
late action of some kind. 
Criticism of advertising copy 
is always easy. What one man 
likes another thinks is poor. No 
‘wo peop.e can express the same 
idea exactly alike. That is why 
only one man in any given bank 
should o. k. copy. Policies may 
be determined by a group, but 
groups kill the spark of life 
in an advertisement when en- 
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That Gambling Spirit! 


The reason so many people 
arrive at poverty is that they keep on 
gambling their prosperity. 


If you have a large bump of gambling 
Spirit, we urge you to put a portion of 
your income in the bank before you 
have the opportunity to risk it all. 


To the more conservative, this ad- 
vice is unnecessary, but it is the wise 
man who places temptation out of his 
way. He deposits weekly a portion of 
his pay envelope in the Savings De- 
partment of the Home Bank, which 
draws interest from the first of each 
month and is compounded quarterly. 


HoME NATIONAL BANK 
34 School Street, Opposite City Hall 





A companion to the savings advertisements re- 

produced on the facing page and containing a 

rare quality of originality—quite in keeping, 
however, with the subject at hand. 


deavoring to improve upon its 
copy. Good text comes spon- 
taneously after basic data is de- 
termined. 


“Do You Use Your Bank 
Enough?” is the title of a 
sixteen-page booklet, 4x 8 
in size, distributed by the 
First Bank and Trust Com- 
pany of Utica, N. Y. The 
text of the booklet under- 
takes to answer ten questions 
relating to various types of 
banking service which the 
First Bank and Trust is in a 


position to render customers. 
The questions answered by 
the booklet are: 


1. How can I borrow money 
from the bank for my personal 
needs or for business purposes? 

2. How can the trust depart- 
ment of the bank safeguard my 
family and heirs against loss of 
property that I may leave them 
under my will? 

3. How can a checking ac- 
count be of advantage to me in 
at least six ways? 

4. How can the trust depart- 
ment of the bank assure me that 
my life insurance will serve the 
purpose for which it is intended? 





Canada 
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Each The Other’s Best Customer 


In the matter of foreign trade, Canada and the United 
States are each the other’s best customer. 
The relations between Canada and the United 
States are in all respects friendly, and the Bank 
of Montreal, which has had its own office in New 
York for over seventy-two years, and has offices 


as well in Chicago 


and San Francisco, is proud 


of the privilege it has of facilitating trade and 


commerce between the two neighbouring 


commonwealths. 


The Bank cordially invites enquiries concerning 


condi- 


tions and opportunities in the Dominion at the present time. 
BANK OF MONTREAL 
Established 1817 
TOTAL ASSETS IN EXCESS OF $70,000,000 


HEAD OFFICE: MONTREAL 
NEW YORK AGENCY: 64 Wall Street 


An institutional advertisement of a Canadian bank run 
in behalf of its New York office and appearing in New 
York papers 2 columns x 74 lines. 


5. How can an interest ac- 
count serve me better than many 
other types of investment? 

6. How can the trust depart- 
ment of the bank relieve me of 
managing property during my 
life, and, at the same time, help 
me save certain taxes and ad- 
ministration costs which would 
be imposed upon my estate? 

7. How can I use travelers’ 
checks or letters of credit to pro- 
tect me from loss of funds when 
traveling at home or abroad? 

8. How can the trust depart- 
ment of the bank protect my 
business interests against loss 
that may be caused by the death 
of my business associates or my- 
self? 

9. How can officers of the 
bank help me select investment 


securities that will properly fit 
my needs? 

10. How can I use the safe 
deposit facilities of the bank to 
avoid the loss of bulky valuables 
and valuable papers? 


“A Woman’s Part in Mak- 
ing a Will,” is the title of a 
twenty-four page booklet, 
size 4 x 7, distributed by 
the Equitable Trust Com- 
pany of Wilmington, Del. 
The text is based on an ad- 
dress made by Gilbert T. 
Stephenson, vice-president of 
the bank at a meeting ar- 
ranged by the bank and at- 
tended by more than 200 
representative women of the 


es, 


city. Later the booklet was 
sent out to a list of gq 
women, including all thos 
who were invited to attend 
the meeting. In conjunction 
with this the bank ran a 
series of newspaper adver 
tisements as well as two win: 
dow displays. The text of 
the booklet is highly interest 
ing, readable and informa 
tive. The facts presented in 
the following paragraphs are 
particularly impressive: 


There are nine million bus: 
ness and professional women in 
the United States, every one of 
whom is engaged in the creation 
of an estate of her own. In the 
field of finance alone, there are 
3600 women bank officials in 
the United States, of whom 6 
are chairmen of the board, 75 
presidents, 195 vice-presidents, 
280 cashiers and 6 trust officers. 
One wage-earner in five is a 
woman. Based upon a study oi 
thirty thousand families by the 
United States Department of 
Labor, the heads of twenty-seven 
per cent. of the families of our 
country are women. 

A leading women’s magazine 
recently estimated that women 
control 41 per cent. of the nv 
tion’s individual wealth, that 
they are the beneficiaries of 8 
per cent. of the $108,000,000, 
000 of life insurance now in 
force, and that there are a 
many women millionaires % 
men. 


“PERHAPS you would ike 
this way of banking,” read: 
a recent commercial ani 
checking account advertise 
ment of the Northern Trus 
Company, Chicago, run it 
local newspapers, 4 column 
by 112 lines. The copy @ 
this advertisement reads: 


What is the pleasure of being 
active in business? Isn't ont 
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clement of it the man to man 
contacts and human confidences, 
the rubbing of shoulders with 
people who are overcoming the 
same kind of obstacles as your- 
self? 

This bank thinks so. In the 
bank’s routine, whatever inter- 
feres with close relationships be- 
tween bank officers and cus- 
tomers, has to be removed. That 
has been the rule for over forty 
years, 

You will sense it, when you 
bring your account to the 
Northern Trust Company. We 
call it “personal” banking. 

The bank’s people are easy to 
see. Service and counsel in 
every department is the kind you 
expect of a friend—reliable, con- 
servative, always satisfactory. If 
banking with the human element 
left in seems a pleasant, perhaps 
a valuable thing, you are most 
cordially invited to bring your 
commercial or personal checking 
account here. 


BANK advertising managers 
from all parts of the country 
will gather in Boston on 
September 14 to open the 
sixteenth annual convention 
of the Financial Advertisers 
Association. . For three days 
a business conference will be 
held to consider the many 
serious problems which finan- 
cial advertisers recognize as 
existing at the present time. 
A program has been pre- 
pared which will be com- 
pletely in accord with the 
spirit of the time—one which 
will give answer to many of 
the questions of importance 
which confront the average 
fnancial advertising man. 
The officers of the associa- 
tion under the direction of 
F.R. Kerman, vice-president, 
Transamerica Corporation, 
and president of the associa- 
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tion, started early in the 
year to prepare a program 
built around the theme “The 
Creative Force in Finance.” 

The creative force as a 
general theme, has been 
broken down into the depart- 
mental subjects of creative 
ideas in new business, and 
creative ideas in advertising. 
The many subjects which 
have been developed under 
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these two general heads give 
assurance that the conven- 
tion will be one of the most 
important and constructive 
ever held by the Financial 
Advertisers Association. 

In commenting on the pro- 
gram, Alva G. Maxwell, 
vice-president, Citizens & 
Southern National Bank, At- 
lanta, and general chairman 
of the convention, said: 


COMMERCIAL 
ACCOUNTS 


—_—_ 


Hibernia Bank & Trust Co. 


CARONDELET, GRAVIER AND UNION STREETS 
NEW ORLEANS 
Make Our Nearest Branch Your Bank 


An advertisement of a New Orleans bank 
on the order of Tiffany & Company, run 2 


columns x 105 inches. 


This advertisement 


is one of a series being run in local papers 


with 


the view of obtaining more 
quent representation in these papers. 


fre- 


Each 


advertisement merely mentions one particular 

form of service and in all advertisements of 

the series a pen etching of the bank’s build- 
ing is used. 








OS . 
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The creative side of banking 
has not been sufficiently stressed 
to the public. The reaction to 
current events demonstrates that 
we have all taken too much for 
granted the public understand- 
ing of the basic soundness of 
bank methods. And it is time to 
get a fresh perspective on this 
problem. 

By presenting “A Creative 
Force’ as a general subject, we 
feel that a tremendous amount 
of valuable and _ constructive 
data along these lines will be 
produced—data which will give 
all of the advertising men in at- 


gt 
SOUND 


NATIONAL 
BANK 


tendance a new viewpoint on 
public relations problems. 

In the course of their delibera- 
tion the directors placed great 
emphasis on the unusual ap- 
propriateness of the coincidence 
that such a meeting should be 
laid in Boston—which has not 
only played so great a part in 
America’s economic develop- 
ment, but which has always been 
one of America’s greatest cul- 
tural centers. It was our feel- 
ing that in such an atmosphere 
our deliberations would take on 
something of the spirit with 
which our historic city is en- 


Manageme. 


The First National Bank in St Louis has shown its stability and 


strength during periods when strength in itself was proof of sound 


management. As a result this great national bank occupies TODAY a 


position of leadership in the banking field with deposits of more than 


$15 1,000,000.00 and resources over $176,000,000.00. 


The sound management which has made the First National Bank in 


St. Louis one of the strongest in the country is also making its serv- 


ices and protection to customers outstanding in every way. 


FIRST NATIONAL BANK 


ST. LOUIS’ LARGEST BANK 
BROADWAY-LOCUST- OLIVE 





One of a series of current newspaper advertisements of 

a St. Louis bank, running locally 6 columns x 250 lines 

in an endeavor to resell the banking public on the advan- 

tages of a strong banking connection and to create a 

favorable attitude toward the bank in view of the many 

bank and business failures during the present economic 
depression. 


—_—— 


dowed—the spirit which had g 
much to do with moulding the 
early days of the United States, 


The Hotel Statler will he 
convention headquarters ip 
Boston. 

Boston members of the as 
sociation have been prepar- 
ing a program which will 
assure interesting entertain. 
ment to the members of the 
association at such time a; 
they are not attending the 
business sessions of the con- 
ference. 

An outline of the program 
follows: 


September 14, morning: Gen 
eral session; Francis Sisson, 
Guaranty Trust Company, Ne 
York, “The Creative Force 
Finance.” Luncheon; .-¢ 
A. Morris, chairman,. ° w uat’s 1 
My Exhibit?” ' 

September 15, morning: Con 


mercial Departmental,  Frar 
Fuchs, chairman. Edwin Bi: 
Wilson, Edwin Bird \Wilso 


Inc.. New York, “The Impc 
tance of Commercial Bank A 
vertising’; S. F. Joor, Fir. 
Trust & Deposit Company, 
Syracuse, N. Y., “Service Charge 
Advertising,” and Charles H. 
McMahon, First National Bank, 
Detroit, “Can Policies Be Ex: 
plained in Commercial Bank Ad: 
vertising?”” 

Trust Advertising and Trust 
Development Departmental: Rip: 
ley L. Dana, Pillsbury, Dana, 
Young & Moulton, Boston, 
“The Growing Needs of In 
dividuals for Trust Service’; 
A. D. Chiquoine, Jr., Batten, 
Barton, Durstine & Osborn, Inc., 
“Trust Advertising”; J. E. Drew, 
American Trust Company, San 
Francisco, ‘““Trust Business More 
Profitable to Avoid,” and An 
thony Rutgers, Chatham Phenix 
National Bank and Trust Com’ 
pany, New York, “Business 
Insurance Trusts—Are They 
Worth While?” 
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Luncheon: H. Ennis Jones, 
chairman, “My One Best Bet.” 
The association will be joined 
by the Boston Advertising Club 
at this meeting. 

A golf tournament will be 
held during the afternoon after 
which group dinners will be 
held. 

September 16, morning: In- 
vestment Departmental, A. E. 
Bryson, chairman. E. H. Kit- 
tredge, presiding. John Benson, 
American Association of Adver- 
tising Agencies, “Where Does 
Advertising Stand Today?”; W. 
W. Townsend, American Trus- 
tee Share Corporation, ““Adver- 
tising and Merchandising Activi- 
ties of the Investment Trusts”; 
George T. Eager, Batten, Bar- 
ton, Durstine & Osborn, Inc., 
“Shaping Investment Advertis- 
ing to Meet Today’s Problems,” 
and Mr. Bryson, ““How to Make 
~ vestment Advertising and Sell- 

Pull Together.” 

x. Pusiness Departmental, 
' Blake Lowe, chairman. Wade 
‘. Murrah, First National Bank, 
\tlanta, “Officers vs. Solicitors 

Salesmen”; Ray A. Ilg, Na- 
nal Shawmut Bank, Boston, 
Sreating a Selling Force Out 

an Entire Organization”; 
lark A. Bartlett, North Caro- 
lina Bank & Trust Company, 
Greensboro, N. C., ‘Correct 
Bank Salesmanship”; H. K. Dug- 
dale, VanSant, Dugdale & Cor- 
ner, Inc., Baltimore, ““The Hu- 
man Side of Selling,” and Gard- 
ner B. Perry, Northwest Ban- 
corporation, Minneapolis, “*Co- 
ordinating the New Business 
Work of Many Affiliated Com- 
panies.” 

Savings Departmental, Robert 
W. Sparks, chairman. Charles 
Holcomb, Wolcott & Holcomb, 
Boston, “Read ‘Em and Weep”; 
C. W. Van Beynum, Travelers 
of Hartford, “Dollars for Sales,” 
and Frank P. Bennett, United 
States Investor, “Savings De- 
velopment Problem in Depres- 
sion and Prosperity.” 

Afternoon: Commercial De- 
partmental. Walter J. Johnson, 


Minutes 
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An average of 20 new customers 
joined the Wachovia family every hour 
we were open for business in January. 


—= WACHOVIA = 


BANK AND TRUST COMPANY 
NORTH CAROLINA 


ASHEVILLE 
HIGH POINT 


WINSTON-SALEM 


RALEIGH 
SALISBURY 


Capital and Surplus $4,500,000 


COMMERCIAL BANKING - TRUSTS 


+ SAVINGS 


SAFE DEPOSIT - INVESTMENTS - INSURANCE 


A striking arid agenious method of impressing the read- 

ing public with the bank’s growth and development is 

presented in the above advertisement of a North Carolina 
bank. Run 4 columns x 140 lines. 


Marine Midland Group, Buffalo, 
N. Y., “What Group and Chain 
Banks Are Doing in Advertising 
for Commercial Accounts”; Wal- 
ter Dunham, Detroit Savings 
Bank, Detroit, ‘Advertising as 
a Background for Development 
of Commercial Banking,” and G. 
Prather Knapp, Rand McNally 
& Company, Chicago, “Bank to 
Bank Advertising.” 

Savings Departmental. Edwin 
A. Moore, Savings Bank of 
Utica, N. Y., “What Constitutes 
Profitable and Unprofitable Sav- 
ings Accounts?” and William 
Radcliffe, Peoples Savings Bank, 
Worcester, Mass., “Group Ad- 
vertising for Savings Deposits.” 


THE First National Bank in 
St. Louis is running a series 
of advertisements, each 6 


columns x 250 lines, in local 


newspapers in an endeavor 
to resell the banking public 
at the present time on the 
advantages of a strong and 
reliable banking connection, 
and to create a more favor- 
able attitude toward the bank 
in view of the many business 
and bank failures during the 
present economic depression. 
One of the advertisements of 
this series is reproduced on 
an accompanying page. All 
follow the same style of lay- 
out, with the bank’s well 
known emblem a dominating 
feature. 

An advertisement of this 
series headed, “Size, Stabil- 
ity, Service,” reads as fol- 
lows: 
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DIRECT CONTACTS 
with every important trade center in the 


Pacific Trade Region 


Direct connections with trade cenrers over the whole 
Pacific Trade Region enable Wells Fargo to negotiate 
foreign trade financing with the ucmost dispatch. 
funds transferred to any pout shown above— by 
cable or mail. Financing of imports from any of these 
regions on cash basis by commercial letters of credit. 
Collection of drafts—clean or documentary—drawn by 


you on any of these poines, Credit reports on foreign 
firms—buyers of your goods or sellers of your materials. 
Up-to-dase information on general economic condi- 
ons in these regions. 

As specialists in the financing of foreign crade, the 
Foreign Department of Wells Fargo Bank invites the 
inquiries of interested executives. Cell or write 


Wells Fargo Bank 
Union Trust Co. 


SAN FRANCISCO 


COMMERCIAL 


BANKERS 


sincs 1s3s2 


Appropriate and effective art work supports perti- 

nent and well written copy in the above advertise- 

ment of a San Francisco bank. Run 5 columns x 
168 lines in local newspapers. 


The privilege of being the 
largest bank in St. Louis imposes 
upon the officers, directors and 
employes of the First National 
Bank a distinct obligation—to be 
a bank of unexcelled service— 
operated primarily for the pro- 
tection of its thousands of de- 
positors. 

Every rule and regulation for 
the conduct of this great na- 
tional bank is designed to pro’ 
tect the funds of depositors 
above all other considerations. 
Isn't this the kind of bank for 
you and your family? 


THE Central Union Bank of 
Rock Hill, S. C., has adopted 
a novel method of giving 
practical support to the chief 
product which is produced 
and manufactured in the 
community which the bank 


serves. Located in a cotton 
center and a southern mill 
city the bank’s letterheads, 
according to the American 
Banker, are printed on cot- 
ton’ cloth which is prepared 
with a special sizing making 
it suitable to be written and 
printed upon. A footnote 
which is printed at the bot- 
tom of each letter reads: 
“This cloth letterhead, woven 
in a southern mill, shows an- 
other use for cotton—the 
versatile fabric.” 


“WatcH Your Own Plan 
Work,” is the title of one of 
a series of six folders on living 
trusts, published by the Har’ 
vard Trust Company of Cam: 
bridge, Mass. Under the 
sub-head: “Your First Step,” 
the text of the folder says: 


ee 


“You have in mind a plan for 
every member of your family, 
and now, under your direction 
and by your efforts, changing 
conditions and increased needs 
are being given proper con- 
sideration. So you make reyj- 
sions to meet these changing 
conditions. But, with your 
other activities, perhaps you find 
it more and more difficult to 
devote the necessary time to 
make these adjustments and also 
to watch your investments, 

“But there is a way to make 
it easier for you to continue to 
watch your plan work—a way 
which gives you full control 
but relieves you of much worry 
and increases the amount of 
time you can give to your own 
business. This plan is called 
a living trust. 

“You can reserve the right 
to amend or revoke a living 
trust, and at any time can sat: 
isfy yourself that your trust is 
working as you planned. 

“Take the next step and 
bring in your plan. Let us go 
over it with you. We shall 
explain how you can watch 
your own plan work without 
committing you to any action 
or obligation whatever.” 

The folder just quoted, and 
others in the series of which it 
is a part are attractive typo 
graphically and are well illus 
trated with halftone drawings. 
The layout features a generous 
and discriminatory use of white 
space. 


Tue Farmers Deposit National 
Bank of Pittsburgh has repub: 
lished in booklet form two com: 
plete campaigns which the bank 
recently ran in local newspapers. 
One booklet reproduces a series 
of twenty-eight advertisements 
descriptive of various types of 
coined and paper money of the 
United States. This series was 
run 2 columns by 8 inches. 

The second booklet repro 
duces a series of eighteen well 
illustrated and interestingly writ 
ten advertisements on leading in 
dustries of the Pittsburgh div 
trict. This series was run } 
columns by 11 inches. 
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Resources over $300,000,000 
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NE of the many interesting 
vistas in the largest single 


banking room in the world— 


© 





Above and below are illustrated two different types of night depositories— 
one circular and one rotary. 


NIGHT DEPOSITORY 


Designed, Manufactured and Installed by 


Herring-Hall-Marvin Safe Go. 


Factory— Hamilton, Ohio 
New York Chicago San Francisco Birmingham Boston St. Louis Los Angeles 
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Problems in 


Bank Credit 


By M. E. RoBERTSON 
Assistant Vice-President and Credit Manager, National Shawmut Bank of Boston 


THE BANKERS MAGAZINE has secured the services of Mr. Robertson to answer 


the inquiries of readers on current problems of the credit manager. 


Questions of 


general interest to credit men and bankers will be answered and only the initials of 


the persons asking the questions will be used. 


In case the question is not one of 


particular interest to bank credit men as a whole or is one which has been answered 


before, a reply will be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MAGAZINE, 71-73 Murray Street, New York. 


UESTION: We have as a deposi- 
tor a builder who makes the follow- 
ing statement of financial condition: 


$ 8,683.64 
23,185.22 
2,427.31 


Notes and accounts receivable . 
Materials and supplies 


$34,296.17 
68,791.13 
154,500.00 
4,776.89 


Current Assets 
Real estate equities 
Mortgages 
Miscellaneous 


$262,364.19 


Notes payable 


$20,000.00 
Accounts payable 


18,749.21 


$38,749.21 
NOE ORIEN 5-4 o ace Groiecinee eS ee 223,614.98 


Current Liabilities 


$262,364.19 


The notes payable are all to our bank. 
Do you feel that we are loaning him too 
liberally based on this statement? 

C. B. J. 


ANSWER: On the face of the finan- 
cial statement indicating a net worth of 
$223,614.98 the bank would seem war- 
ranted in extending the amount of 
accommodation which it is loaning. It 
is not to be expected that the average 
builder's statament can be analyzed from 
the angle of current position, and, like 
many loans which smaller banks extend 
to local builders of this character, must 


be based on his worth and financial re- 
one. You should know the assessed 
sponsibility as evidenced by equities 
largely in real estate. The statement, 
however, is not prepared properly and 
the information which you have sub- 
mitted does not permit a satisfactory 
analysis of his condition. The item 
“real estate equities” is not a proper 
value of real estate, the appraised value, 
the mortgages against same and the 
maturity of the mortgages. Also, 
whether the real estate is improved 
property producing income or vacant 
land. Undoubtedly you have a list of 
his real estate holdings and from your 
knowledge of local values can pretty 
nearly tell whether he is carrying the 
real estate at a fair value in his state- 
ment. If it is income producing prop- 
erty you can further justify your opinion 
of its worth by knowing the income and 
basing your valuation on it. As to the 
item of mortgages, you should know the 
nature of same. Are they first or second 
mortgages? If first mortgages, are they 
for a reasonable value of the property? 
If second mortgages, what is the amount 
of the first mortgages ahead of them, and 
are the owners paying taxes, interest 
and properly keeping the second mort- 
gages in good condition? It would be 
the writer's impression, based on his 
large amount of payables, that he evi- 
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dently has a considerable amount of 
work in process, that he builds for his 
own account expecting to sell on com- 
pletion and, therefore, the statement is 
not properly prepared from this angle. 
If he has several houses in the process 
of construction he should at least list 
their value (cost of materials and labor) 
to date as a separate asset, or better still 
list their estimated cost as an asset and 
set up the difference between this figure 
and the cost of materials and labor to 
date as a liability. Unquestionably the 
houses would have to be completed be- 
fore they could be sold and, while this 
may seem harsh treatment, when it is 
considered that we do not require a 
manufacturer to carry his work in pro- 
cess in this manner, it must be weighed 
from the standpoint of the likelihood of 
the business continuing on after his 
death. If it is a one man proposition 
and another contractor would have to be 
hired to finish the jobs, it would more 
than likely cost more than the original 
estimates. At least it represents a very 
important contingent liability, and in all 
probability is of greater importance to 
his current creditors than merchandise in 
process in the case of a manufacturer. 


QUESTION: I have before me the 
statement of a company which shows a 
loss for the year of approximately 
$168,000. 


There is no change in the 
fixed assets except that plant decreased 


about $22,000. They advise that they 
sold none of their plant. Why is it 
that working capital declined only about 
$146,000 if no fixed assets were sold and 
the loss for the year was $168,000? 
W. J. L. 


ANSWER: The decrease in working 
capital of only $146,000 in the face of 
a loss of $168,000 with none of the com- 
pany’s fixed assets sold is unquestionably 
due to the fact that the loss shown of 
$168,000 includes depreciation of 
$22,000, and that the plant is carried 
net. Depreciation, while representing a 
charge against income and thereby in- 
creasing the figure of net loss shown, 
does not represent an actual dollar loss 
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to the company and, therefore, is not a 
drain upon working capital. It is merely 
a bookkeeping entry. Had the plant 
been carried at its full value each year 
and the reserve for depreciation set up 
on the liability side, the transaction 
would have been more apparent for you 
would have noted the increase in re- 
serves for depreciation. 


QUESTION: We have been helping 
an automobile dealer finance his busi- 
ness. Our loans to him are made on a 
plain note, but he sells a number of cars 
on time and takes small notes in pay- 
ment. He does not discount these notes, 
but places them with us for collection. 
Do you feel that we would be better off 
to discount these receivables than to loan 
him on plain paper? Your comments 
will be very much appreciated. B. P. B. 


ANSWER: It would be our impres- 
sion that you would have more work 
and increase your costs of operation if 
you discounted all his small receivables 
and had the work of handling them in 
that manner. It would seem that you 
could better secure yourselves by loan- 
ing him on a collateral note form which 
pledged the receivables deposited with 
you for collection for your benefit. In- 
stead of applying the amount of each re- 
ceivable as paid against the face of the 
note you could have him open a special 
account into which the proceeds of all 
notes paid could be credited and then 
occasionally apply round amounts from 
that account on the face of the note, or 
allow him to transfer the balance to his 
regular account as collateral was de- 
posited to replace that which was paid, 
should his demands for borrowing be 
rather steady. 


QUESTION: We are just a moderate 
sized country bank, but have always 
bought commercial paper. We find it 
difficult lately to get a sufficient amount. 
We only buy up to $5000 of one name, 
our legal limit being $25,000. In your 
opinion should be buy larger amounts 1n 
trying to fill our portfolio? What gen 
eral practices do you think we should 
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follow, and what reasons do you at- 
tribute to the small amount of paper 


available? A. P_.N. 


ANSWER: These are times when un- 
questionably the amount of paper is 
small and regular paper buying banks 
are finding it difficult to fill up their 
portfolios by following practices which 
they did some years ago. If you can 
“stick” to buying only up to $5000 of 
one name, that would seem a reasonably 
conservative practice for you to follow. 
However, with conditions such as they 
are, and your desire for paper, you may 
find it necessary, as have other banks, to 
deviate from the practice of the past and 
occasionally buy larger amounts of the 
very prime names in order to keep your 
funds working. So far as general rules 
which you should follow, we would sug- 
gest several “don'ts.” Don’t buy any 
paper for higher rate, but buy the first 
grade names only. Don’t buy large 


amounts of names in lines of business 
in which you already have substantial 


local commitments to the same lines of 
business. Don’t fail to try and diversify 
your holdings of paper, both according 
to lines of business and also territorially. 
If you are making your own checkings, 
don’t fail to get one or two opinions 
from banks other than depository banks, 
and make one of these opinions your 
city correspondent. Don’t buy paper in 
lines of business which by the very na- 
ture of their operation have a high de- 
gree of speculation. Don’t be over 
anxious to buy names which have any 
large amount of funded debt. 

Now as to the reasons for the small 
amount of paper available, there seem 
to the writer to be several very promi- 
nent reasons. First, large amounts of 
financing by securities during recent 
years. Second, change in our general 
method of distribution in this country 
causing the elimination of the whole- 
saler. Third, the depression and general 
business conditions. One must not fail 
to consider that for a period of years 
the general public was anxious to buy 
securities of any kind that offered op- 
portunity for advancement of price. 


393 


During this period, which probably cul- 
minated in late °29, many companies 
which had any sort of an earning record 
at all, or good possibility of earnings, 
attracted large amounts of capital into 
their business by the marketing of their 
securities. As a consequence with the 
present amount of business that prevails 
many of these companies find themselves 
ienders rather than borrowers. Also, 
many during the period of prosperity 
which prevailed plowed back large 
amounts of earnings into the company 
and now find themselves with more than 
sufficient for the ordinary conduct of 
their business. These circumstances have 
taken names from the commercial paper 
market. It is the writer’s impression, 
going back over a period of years, that 
not so very many years ago found a 
large amount of wholesalers’ paper being 
offered in the open market. With the 
development of the automobile, good 
roads, better communication, parcel post, 
etc., business has found its way into 
cities and away from villages, and it was 
the villages that supported the whole- 
salers. It has meant an easier canvassing 
of territory for salesmen, and as a con’ 
sequence many manufacturers sell direct 
in the cities, which has meant that 
wholesalers have found it increasingly 
dificult in many lines and many terri- 
tories to maintain volume, and many 
have disappeared from business. This 
has withdrawn a number of names from 
the market, for in most lines the whole- 
saler had a two season business, bor- 
rowed heavily for each peak and used 
the commercial paper market. The 
amount of retail paper in the open mar- 
ket was probably never large in com- 
parison to wholesale paper, probably be- 
cause retail units tended to be more 
localized, and even with the trend of 
business toward cities, and thereby the 
creation of larger retail units, many of 
such units have been of a chain character 
and have found no difficulty in selling 
sufficient securities to amply finance their 
requirements. The buying from hand 
to mouth, the close contact between re- 
tailer and manufacturer, made _ possible 





FOURTEEN YEARS OF 
EUROPEAN INVESTMENTS 
1914-1928 


A Study by S. STERN 
Vice-President Chase National Bank, New York 


—_— who are interested in foreign securities will find a valu- 
able guide for the appraisal of European securities in this exhaustive 
study of their standing over the last fourteen years. The volume is 
based on authentic records showing what would have occurred from 
1914 to 1928 in the case of investment, half in stocks and half in bonds, 
of $25,000 in each one of thirteen European countries, and in the 
United States and Canada. 

The study illustrates the appreciation or depreciation of capital in 
the several countries during the period reviewed, shows changes in yield 
of securities, and takes into account stock dividends and rights distributed. 


PART I 
Shows why this crucial period is a criterion of the future; discusses 
the advantages of foreign investments for a creditor country and the 
advantages of foreign loans to a debtor country; advises in regard to 


the currency risk in foreign securities; and relates the methods used in 
making the inquiry and the results shown by it. 


PART II 
Contains a detailed survey of each of the fifteen countries con- 
sidered, i.e., Austria, Belgium, Canada, Denmark, England, France, 
Germany, Holland, Hungary, Italy, Norway, Spain, Sweden, Switzer- 
land and the United States. 
PART III 


Takes up the important question of protection of rights of security 
holders in each of the fifteen countries considered above. 


APPENDICES 
Give recapitulations of the results of the survey in each country, 
each illustrated by charts; presents a total of 55 charts; and discusses 
ten countries not included in the survey—Bulgaria, Esthonia, Finland, 
Greece, JugoSlavia, Latvia, Lithuania, Poland, Portugal, Rumania. 
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BANKERS PUBLISHING COMPANY, 
71 Murray Street, 
New York, N. Y. 


Send me a copy of Fourteen Years of European Investments for which I 
enclose remittance of $5. 


Bank or Firm 
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by faster communication and transporta- 
tion, has possibly also tended to smooth 
out the peaks for the retailer, making his 
requirements for borrowed money less. 
As a consequence no large amount of 
retail paper has found its way into the 
market to replace the wholesale paper 
which has been lost. 

Of course, the present business depres- 
sion, business operating on a very much 
reduced scale, particularly considering 
that many businesses were capitalized 
for a high rate of business, does its full 
share to keep the supply of paper low. 
Possibly, also, the domestic acceptance 
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method of financing has helped, but 
figures as to the growth of this method 
of financing would not support this 
thought to any great extent. Low prices 
for commodities, which are a part of the 
depression, naturally necessitates a much 
smaller amount of money required to 
finance the same unit volume of business, 
and even the unit volume has decreased. 
With the revival of business may come 
the eagerness on the part of the public to 
finance business amply by investing again 
in securities, or perhaps business will, for 
a period at least, have to resort to bor- 
rowing and the commercial paper market 
will secure its share. 


Complains About Rural Credit 


of Wallace’s Farmer and Iowa 
Homestead entitled “How Big a 
Loan is a Farmer Worth?” complains 
that in many sections farmers are not 
getting the credit to which they are en- 
titled, due to strict credit regulations of 
federal and state banking authorities. 
After giving examples of letters re- 
ceived from farmers, the article con- 
tinues: 
“What do bankers themselves think of 
these conditions? 


A LEADING article in a recent issue 


EXAMINERS SHOULD BE FARMERS 


“One central Iowa farmer, who is also 
a bank president, hits hard at the bank 
examiners, 

““T believe if the banking department 
would appoint examiners who had 
farmed, it would be better for the banks. 
Right now, we would get along better 
without any examiners. Farmers need a 
different kind of credit than they do. 
Successful farmers on a bank board 
know a good deal better what credit a 
man should have than somebody who 


comes in and looks over an application 
on a piece of paper.’ 

“A farmer in northern Iowa, who is 
also a bank director, reports: 

“We have been trying to take care 
of local credit needs, and to do that have 
borrowed from the Federal Reserve. We 
may have to stop, since the examiner 
does not approve. It seems they want 
us to load up on bonds. Bank 
examiners, to be helpful, should be 
critical, but their criticisms should be 
tempered with a little common sense. 

‘Some of the best paper we have, is 
listed slow or doubtful by the examiner 
—paper that you or I would prefer to 
stocks and bonds. Many examples occur 
where paper is listed as slow or doubtful 
or even a loss, and that paper is collected 
within six months.’ 

“A bank cashier says: 

“*There is something radically wrong. 
Practically all loans to local farmers are 
classified as objectionable, while money 
placed at call or in bonds, which neither 
we nor anyone else can call good or 
otherwise, will pass without comment.’ ” 





If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 


ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK—— 
BANKERS PUBLASHING COMPANY Send for 
71 Murray Street, New York 


You may send me postpaid for examination “The Funda- a Co 

mentals of Good Bank Building,” by Alfred Hopkins. PY 
Within five days after its receipt I will send you $7.50 in 

full payment or return the book. on 
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Hundred Largest Savings Banks 


1931. The 


Bowery 


largest mutual savings banks has Savings Bank of New York still heads 


A COMPILATION of the hundred as of July 1, 


Z 
° 


wooeoe~IAamvth wwe > 


been made by the National As- the list. 
sociation of Mutual Savings Banks, The compilation follows: 


NAME OF BANK 


Bowery Savings Bank, New York City 

Emigrant Industrial Savings Bank, New York City 
Philadelphia Saving Fund Society, Philadelphia, Pa. ........ 
Williamsburgh Savings Bank, Brooklyn, N. Y 

Central Savings Bank, New York C 

Bank for Savings, New York City 

Dime Savings Bank of Brooklyn, Brooklyn, N. Y. ........ 
Dry Dock Savings Bank, New York City 

Greenwich Savings Bank, New York City 

Union Dime Savings Bank, New York City 

Seamens Bank for Savings, New York City 

Society for Savings, Cleveland, Ohio 

East River Savings Bank, New York City 

Boston Five Cents Savings Bank, Boston, Mass. .......... 
Lincoln Savings Bank, Brooklyn, N. Y. .....0sececsge0es 
Brooklyn Savings Bank, Brooklyn, N. Y. ...........-..6. 
Franklin Savings Bank, New York City 

Provident Institution for Savings, Boston, Mass. ........+- 
Hibernia Savings & Loan Society, San Francisco, Calif. .... 
Savings Bank of Baltimore, Baltimore, Md. ............-. 
Dollar Savings Bank, New York City 

Harlem Savings Bank, New York City 


23 Erie County Savings Bank, Buffalo, N. Y. ...........e00- 


Charlestown Five Cents Savings Bank, Boston, Mass. ...... 
Buffalo Savings Bank, Buffalo, N. Y. 

Howard Savings Institution, Newark, N. J. .......-..0045 
New York Savings Bank, New York City 

Western Savings Fund Society, Philadelphia, Pa. .......... 
Farmers & Mechanics Savings Bank, Minneapolis, Minn. .... 
Albany Savings Bonk, Albany, N: Yo. occ03 6 a sisisetie sw eieed 
Home Savings Bank, Boston, Mass. 


2 East New York Savings Bank, Brooklyn, N. Y. .......... 
3: Society for Savings, Flartford, Conn... «. <o.0.ci000¢s:0sse0e es 


Providence Institution for Savings, Providence, R. I. ...... 
Rochester Savings Bank, Rochester, N. Y. ........eeeeees 
Suffolk Savings Bank, Boston, Mass. ..........eeeeceeees 
Long Island City Savings Bank, Long Island City, N. Y. .... 
Worcester County Institution for Savings, Worcester, Mass. 
Washington Mutual Savings Bank, Seattle. Wash. ........ 
Springfield Institution for Savings. Springfield, Mass. ...... 
Eutaw Savings Bank, Baltimore, Md. .......-..eeceeeeeee 
Roosevelt Savings Bank, Brooklyn, N. Y. .........-20e005 
South Brooklyn Savings Bank, Brooklyn, N. Y. .......... 
Onondaga County Savings Bank, Syracuse, N. Y. ........ 
Dollar Savings Bank, Pittsbursh, Pa. ........ccccccccecs 
Citizens Savings Bank. New York City 

Green Point Savings Bank, Brooklyn, N. Y. ............ 
Greater New York Savings Bank, Brooklyn, N. Y. ........ 
United States Savings Bank. New York City 

Empire City Savings Bank, New York City 

Peoples Savings Bank. Providence. R. I. ........ccceeeee 
Reneficial Saving Fund Society, Philadelphia, Pa. ......... 


3 National Savings Bank, Albany, N. Y. 


Deposits 
7/1/31 


$457,822,318 


397,877,082 
323,595,714 
230,601,842 
200,585,349 
184,375,358 
159,666,515 
156,862,853 
146,278,727 
141,271,503 
115,501,891 
114,449,850 
109,265,062 
102,654,851 
101,099,715 
93,616,903 
93,055,845 
91,453,281 
86,746,616 
82,307,019 
81,683,774 
80,982.083 
79,712.003 
78,067,366 
77,743.303 
77,521.033 
72.160.075 
67,251,086 
65,889.353 
64,584,518 
64,376,318 
63,725,351 
62,617.853 
61,250.954 
58,537,001 
56,823,891 
56,387,713 
56,281,126 
56,079.407 
55,150,945 
52,692,425 
51,266,699 
50.987.189 
47,116,524 
46,379,139 
44,963,328 
44,925,545 
44.493.298 
40.287.031 
40,104,323 
38.945.001 
37.797.921 
36,856,886 


RELATIVE 
SIZE 
1/1/3L 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, New York City 


RELATIVE 
DEpositTs SIZE 
NAME OF BANK WE S4 1/1/31 

Cambridge Savings Bank, Cambridge, Mass. ............-. 36,391,294 56 
New Haven Savings Bank, New Haven, Conn. ........... 36,055,551 59 
Kings County Savings Bank, Brooklyn, N. Y. ............ 36,026,864 61 
Monroe County Savings Bank, Rochester, N. Y. .......... 35,961,340 54 
New Bedford Institution tor Savings, New Bedford, Mass. .. 35,505,102 55 
Manhattan Savings Institution, New York City 35,485,271 
Bridgeport Peoples Savings Bank, Bridgeport, Conn. ...... 35,467,561 
City Savings Bank, Albany, N. Y. .......cccccscccccere 35,057,244 
Peoples Savings Bank, Worcester, Mass. .......+-++.2005- 34,621,145 
Connecticut Savings Bank, New Haven, Conn. ........... 34,426,242 
Franklin Savings Bank, Boston, Mass. .............sseee. 34,123,792 
Dime Savings Bank of Williamsburgh, Brooklyn, N. Y. .... 33,759,809 
Jamaica, Gavings Bank, Jamaica, N.Y. «2.06000 sescsvesecs 33,202,672 
North River Savings Bank, New York City 33,004,389 
Fulton Savings Bank, Brooklyn, N. Y. ..............e00- 32,336,000 
Italian Savings Bank, New York City 32,162,375 
Irving Savings Bank, New York City 32,106,642 
Worcester Five Cents Savings Bank, Worcester, Mass. ...... 31,636,069 
Amoskeag Savings Bank, Manchester, N. H. ............ 31,634,924 
Provident Institution for Savings, Jersey City, N. J. ....... 31,397,215 
Lynn Institution for Savings, Lynn, Mass. .............-- 30,564,844 
Warren Institution for Savings, Boston, Mass. ............ 30,545,593 
East Side Savings Bank, Rochester, N. Y. ..........-205- 29,880,922 
oysacuse Savings Bank, Syracuse, N. VY. .coiecc ccediesicwsis 29,587,774 
Metropolitan Savings Bank, New York City 29,583,812 
Bay Ridge Savings Bank, Brooklyn, N. Y. ............... 29,448,842 
Excelsior Savings Bank, New York City 29,312,554 
Brevoort Savings Bank, Brooklyn, N. Y. ................ 29,221,728 
East Brooklyn Savings Bank, Brooklyn, N. Y. ............ 29,214,704 
Savina monk oF Utica: Utica, oY. oan cciccwcceesincs acces 29,179,636 
Union Square Savings Bank, New York City 29,162,648 
PRC BOCINEE OME, PIOUS, TN. Ts 6cceikis sidan ceed arene 28,867,076 
Essex Savings Bank, Lawrence, Mass. ........ccccccccecs 27,719,959 
Saving Fund Society of Germantown, Philadelphia, Pa. .... 27,597,167 
Malden Savings Bank, Malden, Mass. ............-e000-- 26,673,238 
Bronx Savings Bank, New York City 26,200,743 
Savings Bank of New London, New London, Conn. ...... 25,810,811 
Hoboken Bank for Savings, Hoboken, N. J. ............-. 25.605,547 
Worcester Mechanics Savings Bank, Worcester, Mass. ...... 25,209,923 
Tene SUNiNes POUR, Brag Th. eas. casccsmese dot¢ se nesie 25,124,593 
Queens County Savings Bank, Flushing, N. Y. .-......... 24,482,225 
Worcester North Savings Institution, Fitchburg, Mass. ..... 24.391.253 
Schenectady Savings Bank. Schenectady, N. Y. ........... 24.099,570 
Poughkeepsie Savings Bank, Poughkeepsie, N. Y. ......... 24,003,062 
Flatbush Savings Bank, Brooklyn, N. Y. ........-...e00% 23,964,404 
Mechanics Savings Bank, Hartford, Conn. ............... 23,948,802 
City Savings Bank, Bridgeport, Conn. 23,866,167 


Total Deposits—100 largest savings banks $6,716,357,949 
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When any one of your cus- 
tomers or prospects has a 
financial or marketing prob- 
lem in 


NEW ENGLAND, 


we will welcome the oppor- 
tunity to help .. . Please get 
in touch with our Merchan- 
dising Department. 


THE NATIONAL 


Shawmut Bank 


OF BOSTON 





What They Say 


INSTALMENT BUYING AND 


home owners of America. I believe that 


REVIVAL 


“There is really no reason to believe 
that instalment buying has had or will 
have any marked effect either in delay- 
ing the revival of business or in accel- 
erating it. On the other hand, it is clear 
that if instalment selling were to be shut 
off or drastically curtailed now, it would 
very greatly delay the recovery. In fact, 
it ought to be encouraged as much as is 
compatible with safe and sound credit 
practices."—Milan V. Ayres in “The 
New Republic.” 


HOME FINANCE 


“There is no doubt but that there will 
be an increased tendency to depend com- 
pletely upon specified home financing in- 
stitutions to serve the home builders and 


these institutions are the building and 
loan associations."—-William E. Best, 
President, U. S. Building and Loan 


League. 


MORE READJUSTMENTS NEEDED 


“The cancelling during the summer 
months of the increases in industrial 
activity attained during the spring 
months is probably the most significant 
domestic development of the year so far. 
It appears to indicate that sustained im- 
provement in general business activity 
in this country is awaiting still further 
and more extensive readjustments be- 
tween wages, prices, rents, production 
costs, distribution costs, and overhead 
charges. Many corporation managements 
have already been able to deal with these 
problems with such energy and adapta- 
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Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


bility that they are operating at a profit 
under the new and difficult present con- 
ditions. In proportion as their numbers 
increase, general business recovery will 
be progressively attained.”—“Business 
Bulletin” of the Cleveland Trust Com- 


pany. 
HIGH COST OF LIQUIDITY 


“The bank that is making money to- 
day is the bank with slow assets, renew- 
ing its loans at 6 per cent. or more, year 
in and year out. The liquid banks 
today, in order to be safe for their de- 
positors, safe for their communities, safe 
for their borrowers and safe for their 
stockholders, have to so loan their liquid 
funds that they are earning anywhere 
from 1, 14%, 2, 2% to possibly 3 per 
cent. You can’t invest money today in 
what is generally termed liquid assets 
to do much better than that.”—John M. 
Miller, Jr., President, First and Mer- 
chants National Bank, Richmond, Va. 


TRAINED MINDS NEEDED 


“As credit operations have almost en- 
tirely supplanted the use of currency in 
the world’s trade and commerce and as 
such credit operations should be based 
on sound values rather than on artificial 
market values, is it not true that a 
proper sense of such values can be ap- 
proximated only by minds trained and 
experienced, not merely in the mechanics 
of banking, but in fundamental econo- 
mics, as well? This entails a knowledge 
of the basic principles of values and a 
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vision of world conditions embracing 
social and political elements. It requires 
not only an understanding of current 
developments, but also the ability reason- 
ably to measure future tendencies and 
trends.”—Eugene M. Stevens, Chairman 
of the Board, Federal Reserve Bank, 
Chicago. 


SHORTER HOURS WITH SAME 
PAY 


“The problem goes deeper than such 
evasive proposals as doles and public or 
private charity. The problem must be 
attacked at its root—and that root is 
the question of how to control increas- 
ingly efficient mechanized production. 
Obviously, we cannot abandon, if we 
would, the use of more efficient machin- 
ery. But there is one alternative, and 
that is to supply employment by reduc: 
tion of hours of labor and shortening of 
the working week while maintaining the 
present high wages.”—Lee Jahneke, As- 
sistant Secretary of the Navy. 


TO CONDUCT CREDIT FORUM 


THe New York Chapter of the National 
Institute of Credit, a department of the New 
York Credit Men's Association, will conduct 
seven forum meetings during 1931-32 at 
which outstanding members of the credit 
fraternity will be speakers. The chapter is 
conducting credit classes covering in a prac’ 
tical and thorough manner such subjects as 
credit and collections (a course in elementary 
mercantile credit); advanced credits (a con’ 
tinuance of the elementary credit); and com- 
mercial law. 
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UZAL H. McCARTER 


UzaL H. McCarter, president, Fidelity 
Union Trust Company, Newark, New Jer- 
sey, died August 15. A member of the small 
coterie of men who some torty-odd years ago 
founded the "Trust Company Division of the 
American Bankers Association, Mr. McCarter 
ranked in the trust company field with such 
names as Festus G. Wade, Breckenridge 
Jones, Francis H. Fries, and F. H. Goff, and 
like them served as president of that divi- 
sion. Like them also he was the tamiliar 
and beloved companion o1 hundreds o: pank 
and trust company men, both in his own and 
the younger generation. In his own state of 
New Jersey, Mr. McCarter occupied the 
position of president of the largest bank in 
the state. ain addition, he was a man ot 
outspokenness and wide influence. 

Mr. McCarter was born in Newton, New 
Jersey, in 1861. He came to Newark when 
he was lour years old. He received his early 
schooling at Newark Academy and prepared 
for college at Dr. Pingry’s School in Eliza- 
beth. He was graduated from Princeton in 
1882 and at once entered the banking busi- 
ness. His first position was with the New 
York firm of Kidder, Peabody & Company 
where he remained for five years. 

In 1907 Mr. McCarter became president 
of what was then known as the Fidelity Trust 
Company. In 1921 the Fidelity and the 
Union National Bank merged and became 
known as the Fidelity Union Trust Company, 
with Mr. McCarter as president. 

Mr. McCarter was one of the organizers 
of the New Jersey Bankers Association and 
was its second president. He was a director 
of the Public Service Corporation of New 
Jersey, of which his brother Thomas N. Mc- 
Carter is president; chairman of the board 
of the Fidelity Union Title and Mortgage 
Guaranty Company; a director of the Fidelity 
Union Stock and Bond Company: and of 
the Western Electric Company. He served 
at one time as president of the Newark 
Chamber of Commerce. 


DIRECTORS OF THE BANK OF 
THE UNITED STATES SUED 
FOR $60,000,000 


Fut legal responsibility for the failure of 
the Bank of United States, New York, has 
been laid upon the directors of the defunct 
institution by Joseph A. Broderick, State 
Superintendent of Banks, in a $60 000,000 
suit against the directors filed in the Supreme 
Court. 

The $60,000,000, a nineteen-page com- 
plaint sets forth, represents funds of the 
bank lost through acts of commission and 
omission on the part of the directors. These 
alleged acts, among them the asserted fact 
that the directors permitted the maintenance 


The South Carolina 


National Bank 
Charleston, S. C. 


Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bunk of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C. 


$ 1,500,000.00 
1,200,000.00 
30,000,000.00 


Capital 
Surplus 
Resources 


of “false and fictitious” systems of bookkeep- 
ing and accounting designed to conceal the 
true situation of the bank from the Banking 
Department, are described in detail in the 
complaint. 


EXPRESS BANK IN RESERVE 
SYSTEM 


THE American Express Bank and Trust 
Company, New York, has been made a mem- 
ber of the Federal Reserve System. The 
bank was formed in 1930, has a capital of 
$10,000,000, surplus of $5,000,000 and de- 
posits of $22,413,000. Medley G. B. 
Whelpley is president. 


NEW JERSEY BANK DEPOSITS 
GAIN 


The New Jersey State Department of 
Banking and Insurance reported last month 
that deposits in banks under its supervision 
had increased almost $10,000,000 during the 
quarter ending on June 30, after dropping 
more than $37,000,000 during the previous 
nine months. 

Deposits in the 251 institutions amounted 
to $1,400,192,925 on June 30, compared with 
$1,.390,690,902 on March 25, and $1,428,- 
772,395 a year ago. 

Deposits in savings accounts advanced 
from $927,443.448 to $934,651,234 in the 
quarter, and deposits in checking accounts 
from $463,247,454 to $465,541,691. 

Liquidation of loans continued, the loan 
and discount item being $555,620,192 on 
June 30, compared with $585,080,940 at the 
end of March. 

Both surplus and undivided profits de- 
creased, the former from $121,764,234 to 
$117,512.606 and the latter from $31.431,- 
353 to $28,231,087. Total assets and liabili- 
ties increased from  $1,724,823,157 to 
$1,725,060.556. A year ago the same insti- 
tutions had resources of $1,759,709,827. 





THE BANKERS MAGAZINE 


Foreign Languages 
Easily Learned 


The Berlitz Conversational Method 
makes the study of any foreign lan- 
guage a surprisingly simple, easy and 
pleasant matter. Experienced native 
teachers. Day and Evening Classes 
and Individual Instruction. Reason- 
able tuition. Catalogue upon request. 


Trial Lesson Free 


ERLIT 
LANGUAGES 


SCHOOL OF 
Established 1878 
Branches throughout the World 


Manhattan— 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 


TWO NEWARK BANKS TO 
MERGE 


SuBJECT to the approval of stockholders 
and the Comptroller of the Currency, a 
merger of the Lincoln National Bank and 
the Mount Prospect National Bank, both of 
Newark, N. J., has been arranged. The 
name Lincoln National Bank will be retained 
and the Mount Prospect will become a branch 
of the former institution. After the merger 
the Lincoln will have about $6,500,000 total 
resources, $4,500,000 deposits and $300,000 
surplus and $200,000 undivided profits. 


A CALENDAR OF BUSINESS 
STATISTICS 


A NUMBER of indexes are generally accepted 
as presenting the most accurate picture of 
business conditions. They show the trend 
in production for basic industries, price fluc- 
tuations, employment, business failures, 
foreign trade, as well as the condition of our 
banking institutions, money rate fluctu: 

brokers’ loans, gold movement, etc. The 
effectiveness of these indexes, however, de- 
pends upon their timeliness and the regu- 
larity with which they are studied. In order 
to assist the banker and business man to 


a 


avail himself of this information, a compila- 
tion has recently been made showing the 
sources of each of these indexes and stating 
just when and where they are published. 
Copies of this calendar may be obtained from 
the Investment Bankers Association, 33 South 
Clark street, Chicago. It was compiled by a 
committee consisting of Virginia Savage, 
librarian, Halsey, Stuart & Co., Inc., Chicago; 
Sue M. Wuchter, librarian, Continental 
Illinois Company, Chicago, and Ruth G. 
Nichols, librarian, Federal Reserve Bank of 
Chicago. : 


STATE TO LIQUIDATE STENECK 
TRUST COMPANY 


Tur New Jersey State Bank Commissioner 
announced last month that the state would 
proceed to liquidate the assets of the Steneck 
Trust Company, Hoboken, in the interest of 
the depositors. Several plans for rehabilitat- 
ing the bank were put forward by officials 
of the bank but none of these were satis- 
factory to the state banking authorities. The 
bank was closed on June 27. 


EDWIN G. FOREMAN, JR., IN 
NEW CONNECTION 


Tue affiliation of Edwin G. Foreman, Jr., 
with Blackett-‘Sample-Hummert, Inc., Chi- 
cago advertising agency, as vice-president has 
been announced. Mr. Foreman for many 
years served as vice-president and director of 
the Foreman-State National Bank. 


ELIZABETH, N. J. BANKS IN 
MERGER 


Directors of the Elizabeth Trust Company 
and the Elmora State Bank and Trust Com- 
pany, Elizabeth, N. J., have signed an agree- 
ment to consolidate the two _ institutions, 
effective August 31. The approval of two- 
thirds of the stockholders and the State 
Banking Commissioner must be obtained to 
ratify the contract. Under the merger the 
two banks will be known as the Elizabeth 
Trust Company. 


FOUR NEW JERSEY BANKS 
CLOSED 


Four small banks in Hudson County, N. J. 
two of them national and two state institu’ 
tions, all members of the Archibald M. Henry 
chain, were closed on August 6. The four 
had about $12,300,000 in deposits and ap- 
proximately 30,000 depositors. 

The institutions were the National Bank 
of North Hudson, at Union City, the largest 
of the four, and the Union City National 
Bank, closed by the United States Treasury 
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Department, and the Jackson Trust Company 
of Jersey City, and the Bergenline Trust 
Company of Union City, closed by the New 
Jersey State Department of Banking and In- 
surance. 


HEADS ALBANY BANK 


WittiaM L. GILLespre has been elected 
president of the National Commercial Bank 
and Trust Company of Albany, N. Y. He 


was formerly executive vice-president. 


RUSSELL M. KELSO 


RusseLL M. Ketso, formerly assistant trust 
officer of the National City Bank of Evans- 
ville, Ind., has been made an assistant trust 
oficer of the Barnett National Bank, Jack- 
sonville, Fla. 


CHARLES E. DIEFENDORF 


CuarLes H. DreFenporr, vice-president of 
the Marine Trust Company, Buffalo, N. Y., 
has been advanced to the position of execu’ 
tive vice-president of the bank. 


ROBERT M. LOVELL 


Rosert M. Lovett has been appointed an 
assistant sceretary of the Central Hanover 
Bank & Trust Co., New York. 


NEW BUILDING FOR LANSING 
BANK IS PROGRESSING 


Work on the new building of the City Na- 
tional Bank, Lansing, Michigan, is progressing 


rapidly under the direction of the local 
architects, Messrs. Lee Black and Kenneth C. 
Black, with whom are associated Messrs. York 
and Sawyer, New York City. The vault 
equipment by the York Safe and Lock Com- 
pany, York, Pa., comprises one of the most 
complete installations in that part of the 
state of Michigan. Two vault entrances are 
included, with linings, lockers and approxi- 
mately 2,000 safe deposit boxes. The bank 
is also installing the standard York night 
depository equipment. 


FOREMAN-STATE BANKS NOW 
HALF LIQUIDATED 


In the two months since the Foreman-State 
National and Foreman-State Trust and Sav- 
ings Banks were absorbed by the First Na- 
tional-First Union Trust banking group, the 
liquidation of the Foreman-State banks has 
been more than half completed according to 
a dispatch to the New York Times. 

When the deal was made in June, the 
Foreman-State banks had approximately 
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A Resort Hotel in the 


Nation’s Capital 


The Shoreham is Washington’s newest 
and most luxurious furnished hotel; over- 
looking famous Rock Creek Park, the 
coolest spot in the city during the summer 
months; terraces, formal gardens, chil- 
dren’s playground, a magnificent swim- 
ming pool; miles of rustic walks and 
bridle paths adjacent to the hotel, yet 
within ten minutes from the White House 
and downtown business section. 


Special Summer Rates: June to October 
—$4.00 single. $6.00 double. 





Flat rate taxi fare to or from the Shoreham anywhere 
in Washington (1 to 4 persons), total 35 cents 


4, THE SHOREHAM 


L. GARDNER MOORE, 


Manager 


Connecticut Ave. at Calvert 
= St- — Washington, D. C. 
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$220,000,000 of assets and liabilities. In 
addition, the First National-First Union Trust 
received a guarantee of $10,000,000 from 
the Chicago Clearing House banks and a 
further guaranty of $2,500,000 from a group 
of Foreman-State stockholders against loss in 
liquidation. 

On August 10, the Foreman-State assets, 
including the guarantees, had been liquidated 
down to about $112,000,000 and the liabili- 
ties had been reduced to around $61,000,000, 
and it is said that if $'73,000,000 is realized 
out of the $112,000,000, the banks and the 
Foreman-State’s stockholders will be freed 
of their guarantees and the stockholders also 
will be relieved of double liability. 


THREE SMALL NEW YORK 
BANKS CLOSE 


THREE small banks, with deposits of about 
$15,343,000, operating a total of ten offices 
in Manhattan, Brooklyn and the Bronx, were 
closed on August 5 by order of the State 
Superintendent of Banks. The institutions 
taken over by the banking department were 
the American Union Bank, the International- 
Madison Bank and Trust Company and the 
Times Square Trust Company. Liquidation 
was started immediately and it was expected 
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that losses to depositors would be slight if 
eny. At the close of business on August 1, 
deposit liabilities of the American Union 
Bank were reported as $7,094,000; of the 
International-Madison Bank and Trust Com- 
pany, $6,811,000; of the Times Square Trust 
Company, $1,438,000. 


MANUFACTURERS TRUST AC- 
QUIRES MIDWOOD TRUST 


ACQUISITION of the business of the Midwood 
Trust Company of Brooklyn, with resources 
of about $10,000,000, by the Manufacturers 


Harvey D. GiBson 


President Manufacturers Trust Com- 
pany, New York. 


Trust Company, New York, was announced 
last month by Harvey D. Gibson, president 
of the purchasing company. The main office 
and five branches of Midwood Trust are now 
operated as offices of Manufacturers Trust. 


NATION’S LEADERS JOIN EM- 
PLOYES IN TRIBUTE TO 
TODD BROTHERS 


FoLLowinG their retirement after thirty-two 
years of successful development and expan’ 
sion of the company which bears their name, 
George W. Todd and Libanus M. Todd, 
co-founders of the Todd Company have been 
the recipients of a very unusual tribute from 


the many employes of their large and well 
known organization. Joining in this tribute 
to the enterprise and success of these two 
men were leaders in government, business 
and finance, among them President Herbert 
Hoover, ex-President Calvin Coolidge, Gov- 
ernor Franklin D. Roosevelt, Senator Simeon 
D. Fess, George Eastman of the Eastman 
Kodak Company, L. A. Downs, president of 
the Illinois Central Railroad; Charles L. 
Mitchell, chairman of the National City Bank 
of New York, and many others. On a bronze 
tablet to be erected in the offices of the Todd 
Company will be a lasting commemoration 
of this tribute. 


CHANGES IN SPOKANE BANK 


Jort E. Ferris, president of Ferris & Hard: 
grove, Spokane investment bankers, has been 
elected president of the Spokane & Eastern 
Trust Company, Spokane, Wash., succeeding 
R. L. Rutter, who becomes chairman of the 
board. Mr. Ferris has been a Spokane @ 
Eastern director for a number of years. Mr. 
Rutter has been with the bank for thirty- 
seven years. The Spokane & Eastern Trust 


Jor. E. Ferris 


President Spokane and Eastern Trust 
Company, Spokane, Wash. 


Company, which is a member of the North- 
west Bancorporation, has just completed a 
new $800.000 bank building. 

The new president, Mr. Ferris, whose 
family long was in the banking business at 
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Carthage, Illinois, had extensive bond train- 
ing in Chicago, St. Louis, Kansas City, New 
York, and London, England before coming 
to Spokane where he has lived for twenty- 
three years. For eighteen years he has been 
head of Ferris & Hardgrove. Mr. Ferris 
served for a number of years on the board 
of the Investment Bankers Association and 
recently was vice-president of the organiza- 
tion. 

In accepting the chairmanship of the board 
of the Spokane and Eastern Trust Company, 
Mr. Rutter resigned as president of the 
affiliated securities company, the Spokane 
Eastern Company, and was succeeded by W. 
M. Marshall, former vice-president. Mr. 
Marshall is a Virginian whose financial ex- 
perience covers service with the First National 
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Bank, Minneapolis and the Federal Reserve 
Bank, and the Weyerhauser lumber interests. 
He came to Spokane in 1920, became bond 
salesman for the Spokane Eastern Company 
in 1924 and successively secretary-treasurer 
and vice-president. 


NEW CHECKWRITER ON 
MARKET 


THe Todd Company has placed on the 
market a new checkwriter, known as the 
Century Ribbon Eight Protectograph, em- 
bodying a new and unique feature—the rib- 
bon inked, shredded imprint—which combines 
a constant and uniform legibility with a high 
degree of safety. 


Coming Bankers’ Conventions 


AMERICAN BANKERS ASSOCIATION, Atlan- 
tic City, October 5-8. Executive man- 
ager, Fred N. Sheperd, 22 East 40th street, 
New York City. 


AMERICAN INSTITUTE OF BANKING, Los 
Angeles, week of June 6, 1932. Secretary, 
Richard W. Hill, 22 East 40th street, New 
York City. 


AssoclIATION OF AMERICAN TRAVEL 
Bureaus, Buffalo, N. Y., September 14-15. 


FINANCIAL ADVERTISERS ASSOCIATION, 
Boston, September 14-17. Executive secre- 
tary, Preston E. Reed, 231 South La Salle 
street, Chicago. 


INVESTMENT BANKERS ASSOCIATION, White 
Sulphur Springs, November 1-5. Secretary, 
Alden H. Little, 33 South Clark Street, Chi- 


cago. 


KENTUCKY BANKERS ASSOCIATION, Louis- 
ville, September 17-18. Headquarters, Brown 
Hotel. Secretary, Harry G. Smith, Louisville. 


Maine Savincs BANKS’ ASSOCIATION, 
Rangeley Lake Hotel, September 9-10. 


Mip-ConTINENT TRuUsT CONFERENCE, 
Grand Rapids, September 17-18. 


MissourRI BANKERS ASSOCIATION, May 17- 
18, 1932. Secretary, W. F. Keyser, Sedalia. 


Morris PLAN BANKERS ASSOCIATION, Co- 
lumbus, Ohio, October 8-10. 


MortcaceE BANKERS ASSOCIATION, Dallas, 
Texas, October 27-29. Secretary-treasurer, 
Walter B. Kester, 111 West Washington 
Street, Chicago. 


NATIONAL ASSOCIATION OF SUPERVISORS 
or State Banks, New Orleans, September 
28-30. 


NATIONAL NEGRO BANKERS ASSOCIATION, 
Philadelphia, September 24-25. 


NEBRASKA BANKERS ASSOCIATION, Lincoln, 
October 22-23. Secretary, William B. Hughes, 
420 Farnam Building, Omaha. 


New York State Savincs BANK Asso- 
CIATION, Niagara Falls, September 17-19. 
Secretary, Paul W. Albright, 110 East 42nd 
Street, New York City. 


ResERVE City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe Street, Chicago. 


SAVINGS BANK ASSOCIATION OF Massa- 
CHUSETTS, Pittsfield, Mass., September 24-26, 
Headquarters, Hotel Wendell. Executive 
secretary, Dana Sylvester. 


SOUTHERN BANK MANAGEMENT COoNFER- 
ENCE, Nashville, Tenn., November 5-6. Un- 
der the auspices of the Nashville Clearing- 
house Association. 


TEexaS BANKERS ASSOCIATION, Austin, 
May 10-12, 1932. Secretary, W. A. Philpott, 
Jr., Dallas. 


U. S. BuitpInc AND Loan Legacug, Phila- 
delphia, week of August 10. Executive man- 
ager, H. Morton Bodfish, 59 East Van Buren 
street, Chicago. 


WESTERN REGIONAL TRUST CONFERENCE, 


San Francisco, October 22-23. Under the 
auspices of the Trust Company Division, 
American Bankers Association. 
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No More Holdups for This Bank 


Branch of New Orleans Bank Now a Miniature Fortress After 
Being Held Up Five Times 


held up. But the Freret branch of 
the Interstate Trust and Banking 
Company of New Orleans has deter- 
mined that it will not be among them. 
Five times the Freret branch has been 
held up—four times in its present quar- 
ters. Now things are different. No 
German pill box ever had anything on 
the Freret branch as it is now constructed 
so far as the ability to resist concerted 
and concentrated small arms fire goes. 
The bank is a veritable miniature fort- 
ress. 
A continuous steel partition standing 
nearly eight feet high encloses the cages 


Tie may be more branch banks 


of the tellers, according to a recent 
article appearing in the American 
Banker. This steel partition, painted a 
dull brownish red, is an eighth of an inch 
in thickness and has demonstrated its 
worth by withstanding bullets fired from 
a .45 caliber automatic at a distance of 
fifteen feet. 

Each of the five wickets is a window 
of double glass that has been so con- 
structed as to defy the bandit’s bullets. 
Each window is a foot wide and two 
feet in height. The glass is made of two 
panes, superimposed one on the other, 
with a colorless chemical between them. 

Below each window, which can be 


One of the five bullet proof tellers’ windows of the Freret Branch of the Interstate 

Trust and Banking Company of New Orleans as it looks from the inside of the cage. 

At the right is Charles Karst, Jr., assistant cashier of the bank, pointing the muzzle 
of a revolver through a small porthole at the side of the window. 





Financial Advertising in 1929 


Reproducing 100 Representative Advertisements of the Year 


Edited by RICHARD F. DURHAM 
Managing Editor, THE BANKERS MAGAZINE 


What Leading Bank Advertisers Say: 


“Anyone interested in the development of banking or investment business 
should have a copy of this book.” ARTHUR M. DeBEBIAN, 
Chase National Bank of New York. 


“The selection of the individual advertisements indicates good discretion and the 
sum total of all these advertisements gives excellent variety.” 
A. E. BRYSON, 
Halsey, Stuart & Co., Chicago. 


“Just the type of book every financial advertiser will want to make a part of his 

library. . . . The most comprehensive cross section of financial advertising 

effort I have ever seen in one volume.” CHAS. H. MCMAHON, 
First National Bank in Detroit. 


“A distinct contribution to bank advertising progress.” 
F. W. ELLSWORTH, 
Hibernia Bank and Trust Company, New Orleans. 


“A remarkably good piece of work.” G. W. COOKE, 
First National Bank of Chicago. 
Published by 
Bankers Publishing Co., 71 Murray St., New York 


Price $1.00 


Bankers Publishing Company 
71 Murray Street, New York, N. Y. 


Send me a copy of “Financial Advertising in 1929” for which I enclose $1.00 
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opened by the teller at will, is a small 
slot, through which money, deposit slips 
and checks can be passed. 

At the side of each wicket is a three- 
inch porthole, which is not visible from 
the lobby unless opened by the teller 
from the inside. Through this porthole 
it is easy for the teller or some assistant 
to poke the muzzle of a banker's pistol. 
What is more, a person looking into the 
teller’s window from the banking room 
floor can see through that window only, 
further vision through the other win- 
dows being blocked by their faultless 
construction. 

Above the steel partition, extending to 
the ceiling is a closely woven smokestack 
wire mesh that is in a position which 
makes it impossible to throw such a thing 
as a bomb into the tellers’ enclosure. 

When there is nobody at the wicket 
in the outside lobby, the slotlike opening 
is closed and bolted on the inside. Un- 
der the top shelf of each teller’s work 
place is a .38 caliber revolver which can- 
not be seen by anyone looking through 
the window. 

At each teller’s place in the floor and 
in nine other places, fourteen in all, 
there are buttons that, lightly touched, 
set off siren calls that are heard all over 


the neighborhood. While the siren can 


be set off in fourteen different places, 
there is just one button that can be 
turned to stop the siren once it has been 
started. 

Further precautions have been taken 
in constructing each of the high windows 
of the bank with bulletproof glass, which 
in turn is guarded by half-inch steel bars, 
three inches apart, reinforced with cross 
bars at every foot. Only one of these 
high windows has its cross bars on 
hinges which, when unlocked, can be 
swung open to allow bank employes to 
get out in an emergency. The others 
are all immovable. 

It should be further noted that the 
electricity that operates the siren is gen- 
erated within the tellers’ cages, so that 
there will be no such thing as cutting an 
electric wire outside to cripple the siren 
call of the alarm. 

Charles Karst, Jr., assistant cashier of 
the Interstate Bank, said that, while 
glass experts and others place the cost of 
such protection for a bank interior at 
about $3000, it did not cost the Freret 
branch that much to make its building 
and institution one of the most secure in 
the country. It is believed at this bank, 
according to information received there, 
that there is no other bank in the United 
States that is fitted with such safeguards. 


Decrease in National Bank Resources 


OMPTROLLER of the Currency 
John W. Pole announced last 
month that the total resources of 

the 6805 reporting national banks in 
the continental United States, Alaska 
and Hawaii on June 30, 1931, the date 
of the recent call for reports of condi- 
tion, aggregated $2'7,642,698,000, a de- 
crease of $483,769,000 since March 25, 
1931, the date of the preceding call, 
when there were 6935 reporting banks, 
and a decrease of $1,473,841,000 since 
the amount reported by 7252 banks as 
of June 30, 1930, the date of the cor- 
responding call a year ago. 

Loans and discounts, including redis- 
counts, on June 30, 1931, amounted to 


$13,177,485,000, and showed decreases 
in the three and twelve-month periods 
of $544,587,000 and $1,710,267,000, re- 
spectively. 

Holdings of United States Govern- 
ment securities aggregated $3,256,268,- 
000, which was an increase of $63,550,- 
000 since March and an increase of 
$502,327,000 in the year. Other mis- 
cellaneous bonds, stocks and securities 
owned totalled $4,418,569,000, a de- 
crease of $51,090,000 in the three 
months but an increase of $284,339,000 
in the twelve-month period. 

Balances due from correspondent 
banks and bankers of $4,565,047,000, 
which amount included reserve with 
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Federal Reserve banks of $1,418,096,- 
000, were $181,228,000 more than re- 
ported three months previous but showed 
a decrease of $436,521,000 in the year. 
Cash in banks of $368,589,000 showed 
increases in the three and twelve-month 
periods of $34,467,000 and $26,082,000, 
respectively. 

The paid in capital stock of the re- 
porting associations amounted to $1,687,- 
663,000, which was a decrease of 
$28,591,000 since March and a decrease 
of $56,311,000 in the year. Surplus 
funds of $1,493,876,000, and net undi- 
vided profits, excluding reserve accounts, 
of $443,592,000, or a total of $1,937, 
468,000, showed decreases in the three 
and twelve-month periods of $125,187,- 
000 and $199,744,000, respectively. 


es 


Liability of reporting banks on ac 
count of circulating notes outstanding 
was $639,304,000, in comparison with 
$645,523,000 on March 25, 1931, and 
$652,339,000 on June 30, 1930. 

The total deposit liabilities were 
$22,198,240,000, showing a decrease of 
$145,926,000 since March and a decrease 
of $1,070,644,000 in the year. The aggre- 
gate on the date of the current call in- 
cluded due to banks and bankers and cer- 
tified and cashiers’ checks outstanding of 
$3,277,539,000, United States deposits 
of $235,226,000, other demand deposits 
of $10,105,885,000, and time deposits 
of $8,579,590,000. In the total of time 
deposits was included postal savings of 
$207,205,000, time certificates of de- 
posit of $1,311,535,000, and savings 
passbook accounts of $6,031,314,000, the 
latter representing 15,245,028 accounts. 

Money borrowed aggregating $153, 
533,000, represented by bills payable of 
$84,840,000, and rediscounts of $68, 
693,000, showed a decrease of $40,933, 
000 since the date of the previous call 
and a decrease of $75,500,000 in the 
year. 

The percentage of loans and discounts 
to total deposits on June 30, 1931, was 
59.36, in comparison with 61.41 on 
March 25, 1931, and 63.98 on June 30, 
1930. 


BOOKS FOR BANKERS 


Our complete new Fall catalogue of 
Books for Bankers is now ready. 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York 





New Accounting 


System Effecting 


Economies in Time and Labor 


Illustrations Accompanying This Article Were Supplied by Cour- 
tesy of Remington-Rand 


made, the cost of bank operations 
has increased 80 per cent. since 
1910; 56 per cent. of all checking ac- 
counts are unprofitable and accounts 
representing but 2.9 per cent. of total 
bank deposits issue 40 per cent. of the 
total checks. Figures like these are caus- 
ing bank officials to tighten up on opera- 
tion expenditures and to give serious 
consideration to changes in methods and 
equipment which will enable them to 
continue the many valuable services to 
depositors and customers which have 
grown up in the last decade but which 
are not directly revenue producing. 
The figures quoted are staggering to 
behold. Surely it is an alarming thing 
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Two new dual unit bookkeeping machines 
and two operators now do work formerly 
requiring three machines and three oper- 
ators, give Montclair National Bank, 
Montclair, N. J., a quicker and more 
accurate bookkeeping system. 


to contemplate that 56 per cent. of 
checking accounts do not even pay 
handling costs! That bank operation has 
increased in cost 80 per cent. in the last 
20 years, an increase which is continu- 
ing to mount higher and higher each 
succeeding year. 


Attention has recently been directed 
to the commercial department with its 
bookkeepers, clerks and machines, which 
has resulted in a new method of account 
ing which helps to place that department 
on a more economical basis. 

Under the new system the machine 
posts to fold-over ledger sheets with 
carbon and_ statement sheets inside. 
Thus statement and ledger are posted in 


Twelve new dual unit bookkeeping ma- 

chines in the five branches of the Frank- 

lin Washington Trust Company, New- 

ark, N. J., will save a total of six ma- 

chines and six operators on ledger post- 
ing and statement writing. 


one operation instead of the two 
formerly necessary. The elimination of 
the second writing, of course, eliminates 
the possibility of errors in copying. 
Each block of postings is proved, when 
made, further insuring accuracy. The 
very occasional inevitable human error 
is quickly run down and corrected, 
whereas with the old system the whole 
staff was sometimes kept an entire even- 
ing trying to locate an elusive difference. 
Statements are ready the evening of 
the first of each month, after a few 
hours’ work. Practically every bank 
which is using the new method reports 
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Seventh Edition of America’s 
Most Popular Banking Book — 


LD Here is a book which has come to 

be regarded as the standard work 
on bank methods and administration. 
It tells of every phase of modern 
banking from the handling of the 
morning mail to the extension of 
credit; from the duties of the 
messenger to the functions of the 
president. 


William H. Kniffin, the author, 
has not depended upon his own 
many years' experience as a prac- 
tical banker. In his book he has 
assembled the best banking thought 
of the country--the tested results 
of banking practice in the most 
progressively managed institutions 
in the United States. 


Send for your copy 

of this valuable 

book TODAY and see 

for yourself how 

thoroughly Mr. Kniffin 

has covered his field. THE 


BANKERS PUBLISHING CO. PR ACTIGAT 
WORK OF 


BANKERS PUBLISHING COMPANY A 33 AN 
71 Murray Street, New York City \ kK 


Please send me on approval a copy nein 
of “The Practical Work of a Bank.” 

I will either return the book with- 

in five days or will send you my 

check for $5.00. 
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that one of its most important results is 
the tonic effect upon the morale of book- 
keepers and clerks. 

The adaptability of the new system to 
both large and small banks, as well as 
the actual dollar and cent saving, is 
well illustrated in the cases of three 
banks located in neighboring communi- 
ties in northern New Jersey. 

The Montclair National Bank, at 
Montclair, with deposits of $1,300,000, 
reports that it is now doing with two 
machines and two bookkeepers work 
which formerly required three machines 
and three bookkeepers. 

From Cranford, comes the experience 
of the First National Bank which has 
three millions in deposits. It reports an 
annual saving of $500 under the new 
accounting plan. 

At Newark, the Franklin Washington 
Trust Company, with deposits in excess 
of $12,500,000 announces economies 
under the new system of over $7000 per 
year. The Weequahie Branch was the 
first to be equipped experimentally but 
the new system proved itself so well 


that the bank’s plans immediately called 
for standardization of all branches, of 


which there are five. The total savings 
in labor alone has been brought up to 
approximately $7200. 

In the Cranford Bank, one operator 
makes 700 to 1000 postings in a six-hour 
day and could do more if necessary. 
Another girl aids in the balancing, 
spending about 45 minutes a day on this 
work. 

The Franklin Washington Trust 
Company was one of the earliest insti- 
tutions to install the new method and 
although it has been in effect only a little 
over a year, that bank is already being 
pointed out as a pioneer whose example 
has done much to blaze this new trail of 
eficiency and economy in bank book- 
keeping. 

Here four machines now handle the 
work formerly done by six, saving $2400 
a year in labor. 

Even the smallest banks in the country 
are rapidly adopting the system; even 
those which require only one machine 
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and cannot therefore make any savings 
in machines or operators. 

By combining the ledger and _ state- 
ment posting operations, securing the 


New dual unit bookkeeping machines used 

by First National Bank of Cranford, 

N. J., posts statement and ledger in one 

operation and proves each block of post- 
ings as made. 


statement as an effortless by-product of 
the ledger posting, the time now spent 
in posting statements is saved and is 
applied to other work, such as analyzing 
accounts, proof work and other jobs 
necessary to be done in a bank. 


DO BANKERS SAVE? 


THE First Wisconsin National Bank, 
Milwaukee, through its monthly paper, 
Getting Ahead, recently made a survey 
among the personnel of First Wisconsin 
institutions as to savings habits and dis- 
covered that out of every 100 employes: 

Four save an average of 30 per cent. 
of their salaries. 

Seven save an average of 40 per cent. 
of their salaries. 

Nine save an average of 25 per cent. 
of their salaries. 

Thirteen save an average of 15 per 
cent. of their salaries. 

Fifteen save an average of 5 per 
cent. of their salaries. 

Twenty save an average of 20 per 
cent. of their salaries. 

Thirty-two save an average of 10 per 
cent. of their salaries. 





Bank Secondary Reserve 
and Investment Policies 


By 


PAUL M. ATKINS 


During the past few years there has 
been a rapidly growing interest in 
bank secondary reserves and mich 
attention is now being given the sub- 
ject at bankers conventions and in 
banking periodicals. 


The present volume is the result of a 
persistent demand for authoritative 
information on this problem—a book 
designed to be of practical helpfulness 
to executives charged with investment 


responsibilities. 


The author, Dr. Paul M. Atkins, 
has been making a study of this sub- 
ject for a number of years and this 
volume embodies the results of his 


i 1 Need S dary Reserves 
interview of some three hundred ae eek be 


. serves 
different bankers, many of whom con- Size and Composition of a Primary 


° e Reserve 

tributed data based on their own ex- Size and_ Composition of a Second- 
. ary eserve 

perience. The Investment Account of a Bank 


ORDER BLANK WWW ~ 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York, N. Y. 


Please send me, postpaid, a copy of “Bank Secondary Reserve and Investment 
Policies.” I agree to remit $2.50 within five days or return the book. 
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BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


THE PROBLEM OF UNEMPLOYMENT. By 
Paul H. Douglas and Aaron Director. 
Preface by Frank Aydelotte, President of 
Swarthmore College. New York: The 
Macmillan Company. $3.50. 


As President Aydelotte says in his preface, 
“There is probably no disease which is the 
cause of more human misery than results 
directly or indirectly from unemployment.” 
And it may be added that probably at no 
time in the world’s history—certainly not in 
recent periods—have the ravages of this 
disease been so widespread. President Ayde- 
Jotte further says: 

“Unemployment is like disease further- 
more in the complicated nature of its causes 
and in the vast amount of scientific knowl- 
edge and scientific research which must 
underlie any effective measures for its 
amelioration. . Only by some such 
method is there any hope of controlling this 
disease of our economic system. . . . 
The failure of our industrial organization to 
function smoothly, the fact that men must 
starve because they have produced too much 
food, or go naked because they have pro- 
duced too many clothes, or sleep in the parks 
hecause they have built too many houses— 
this failure is fraught with the gravest con- 
sequences to the security and well-being of 
all industrial states. It seems clear that our 
only hope of reducing unemployment lies in 
bringing the best brains in economics and 
industry to a co-operative study of the prob- 
lem.” 

To effect this co-operation the Swarthmore 
study was planned. The volume containing 
this study is the latest and most complete 
treatise available on the problem of unem- 
ployment. (While both of the authors are 
economists associated with Chicago Univer- 
sity, one of them—Professor Douglas—has 
had close relations with practical attempts 
to deal with this perplexing problem. Few 
matters are of more pressing interest at the 
present time, and an instructed attitude of 
mind toward this vital subject will be greatly 
helped by a careful reading of this treatise. 

The chapter on price stabilization as a 
means of reducing unemployment is interest- 
ing, but its conclusions in some respects un- 
acceptable; e.g., the proposal to pay for 
public work by paper money issues. Nor can 
one readily concur in the view that it “would 
be possible to issue only such quantities of 
money and credit as would keep the general 
price level approximately constant, if govern- 
ments and banks in their financial power 
could be guided by economists and statisti- 
cians.” This is a prerogative that can hardly 
be safely entrusted even to those possessing 
such eminent qualifications as economists 
and statisticians.” 


PsycHOLOGY IN MoperRN BusinEss. By 
Harry Walker Hepner. New York: Pren- 
tice-Hall, Inc. 


ProFessoR HEPNER is head of the depart- 
ment of business psychology, College of 
Business Administration, Syracuse University, 
and was formerly in charge of personnel re- 
search for several well-known business con- 
cerns. He writes from the point of view of 
the business man, covering the major phases 
of operations—credit, hiring, selling, adver- 
tising, management and research. Methods 
of influencing workers, customers and asso- 
ciates are presented. 

Whether mental activities have as yet been 
brought within the domain of science may be 
open to question, but there is no doubt that 
many of the processes of the mind are sus- 
ceptible of analysis, and it is a part of the 
successful man’s equipment to have such 
knowledge at his command. 

There are amusing passages in the book, 
and here is one of them: 

“In the psychological clinics we find cases 
where a rather quiet and well-behaved man 
suddenly strikes strange women whom he 
may meet on the street. He may be walking 
along in an apparently calm manner, but 
every time he passes a woman he has an im- 
pulse to strike her or push her off the side- 
walk. When he is analyzed we find that 
his married life is rather unhappy. His wife 
is mean in many petty little ways. His life 
is miserable because of her constant nagging. 
And yet he must withhold his impulses to 
talk back to her, because if he lets go she 
goes into hysterics. He finally damns all 
women, and when he goes on the street all 
women are symbolic of thorny nagging. He 
has an irresistible impulse to strike them. 
If he adjusts himself to the situation by for- 
giving his wife, or feeling sorry for her 
mental state, or overlooking the nagging, 
then we consider him normal. But he can 
also obtain adjustment of himself in a 
socially acceptable manner by going into a 
business, such as the millinery business, where 
he meets many women, and can have the 
pleasure of selling them a dollar hat for ten 
dollars. Every time he overcharges a woman 
for a hat he gets the same kind of satisfac- 
tion that he would if he could beat up his 
wife for her ‘cussedness.. Note the differ- 
ence in our social estimate of the henpecked 
husband. In one case he would be considered 
a criminal, and in the other he would be a 
successful and respected business man.” 

This may be a mean way of wreaking re- 
venge on womankind in general for the 
“cussedness” of a nagging wife. Also, it 
may help to explain what has long been a 
mystery to men—the high price of women’s 
hats. 
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The Service Charge 


on Demand Deposits 


By W. GORDON JONES 


Points the Way to Greater 
Banking Profits 


It explains the purpose of the service charge for un- 
profitable checking accounts; 


—shows how to differentiate between the profitable 
and the unprofitable accounts by means of a sim- 
ple analysis; © 


—tells how the service charge has worked out in in- 
stitutions where it has been tried out; 


—gives practical information as to the best and sim- 
plest methods for installation and operation of it; 


—and gives some of the common forms used in in- 
stallation and operation. 


Every banker who is interested in making 
greater profits for his bank needs this 
timely and informative book. 


SEND FOR IT TODAY! 


BANKERS PUBLISHING COMPANY 

71 Murray Street, New York, N. Y. 
Please send me, postpaid, a copy of The Service Charge on Demand Deposits. 
I agree to remit $2.50 within five days or return the book. 


Bank or Firm 
Address. 
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Then there is the poem on “The Making 
and Breaking of Habits,” which tells how 
people began following a crooked trail made 


by a calf. 


“And men two centuries and a half 
Trod in the footsteps of that calf. 
For men are prone to go it blind 
Along the calf-paths of the mind 
And work away from sun to sun, 
To do what other men have done.” 


And the story about the artist reading a 
paper telling that times were bad, with prices 
falling, and the dire consequences following 
that piece of information, which turned out 
to be three years old! This story appears in 
the chapter on “Business Cycles,” which con- 
tains much matter pertinent to the present 
time. 

It is no fault of this volume that much 
amusement may be derived from its contents 
—rather the contrary. But it is more than 
amusing; it presents much good advice for 
analyzing the mental attitudes of others and 
for correcting ones own deficiencies of the 
mind. There is also in its pages instruction 
for applying this counsel to the problems of 
business. 


Tut FepERAL FUND MarkeT. By Berenice 
C. Turner. New York: Prentice-Hall, 
Inc. $1.25. 


THE term “Federal Funds” as used in finan- 
cial circles is applied to funds which are 
available for immediate credit in discharging 
obligations at a Federal Reserve Bank, and 
may consist of a check issued by or drawn 
upon the Treasurer of the United States, a 
check issued by or drawn upon a Federal 
Reserve Bank, or a debit entry on the books 
of a Federal Reserve Bank. It is thus that 
the authoress defines the subiect of her 
treatise. The writer's practical experience 
with the First National Old Colony Cor- 
poration of Boston has admirably qualified 
her to deal with all the various ramifications 
of her subject. The importance of the trans- 
actions involved in this branch of banking is 
indicated by the fact that they annually run 
into billions of dollars. Their influence on 
various phases of the money market is exceed- 
insly important. The volume is a valuable 
addition to sources of information on a 
subiect comparatively new and somewhat 
technical in character. 


RuraL BANKING REFoRM. Bv Charles Wal- 
lace Collins) New York: The Macmillan 
Company. $2.00. 


Mr. CoLins is a member of the bar of New 
York and Washington, and was formerly 
Deputy Comptroller of the Currency. He 
is also the author of a volume on “The 
Branch Banking Question.” He has had 
access to wide and authentic sources of in- 
formation, and has used them judiciously. 


There is just enough of historical background 
to afford an adequate picture of our banking 
development. The facts are accurately and 
clearly stated, and the reasonings based upon 
them fair and candid. Agreement with the 
views expressed, particularly in reference to 
branch banking, will not be possible to all. 
But even the opponents of branch banking 
will gain by studying the views the author 
sets forth. He believes branch banking of 
nation-wide extent will gradually be achieved 
through the evolution of existing forms. The 
subject, “Rural Banking Reform,” deals 
chiefly with but one aspect of banking. Re- 
cent happenings indicate that it is not rural 
banking alone that is in need of reform. 

The argument looking to the limitation of 
banking to institutions organized under Fed- 
eral law is especially significant. 

“Rural Banking Reform,” is a valuable 
discussion of a timely subject. 


CaRIBBEAN BACKGROUNDS AND PROSPECTS. 
By Chester Lloyd Jones. New York: D. 
Appleton & Co. $4.00. 


AT the present time the countries described 
as “Latin American” are much in the public 
eye, and so complete a presentation of the 
facts relating to an important group of these 
nations as this volume contains is especially 
welcome. Professor Jones deals with such 
matters as racial characteristics, resources, 
political conditions, public loans, and other 
matters affecting -he progress of the Carib- 
bean lands. And he deals with them all in 
a spirit of unde standing and impartiality. 
Our lending and trade policies as related to 
these.’countries can be carried on more in- 
telligently and with greater satisfaction to 
both sides by a utilization of the sound in- 
formation which this volume contains. 


CorPoRATION Finance. By Edward Sher- 
wood Mead. New York: D. Appleton & 
Co. $4.00. 


Tuis is the sixth edition, revised and en- 
larged, of this standard work by Professor 
Mead of the Wharton School of Finance and 
Commerce of the University of Pennsylvania. 
The rapidly changing aspects of corporate 
finance have rendered this revision impera- 
tive. Consolidations, mergers and the hold- 
ing company are subjects fully treated in the 
light of modern experience. 

Banks and investment houses have special 
need of the full and accurate information 
contained in this volume. The book has 
long ranked as an authority on corporate 
finance, and the recent revision greatly adds 
to its value. 


AND ACCEPTANCES. By 
New York: The Ronald 


BANK CREDITS 
Wilbert Ward. 
Press. $3.50. 


THIs is a revision of “American Commercial 
Credits,” published in 1922. Its altered 




































1. Is large-scale banking safer than unit banking? 
2. Is large-scale banking more profitable than small-scale banking? ne 
3. Which type of banking is better able to serve the community? 0 
4. Will large-scale banking emasculate the Federal Reserve System? a 
5. Will large-scale banking destroy unit banking and lead to mo- 8 
nopoly? 
. Will large-scale banking help or harm the farmer? Mo 
] 
These questions and other problems of unit vs. large- TH 
seale banking are discussed in _ 
10 
B 
» 2 2 Ur 
Banking Concentration in : 
® rel 
B 
the United States 
on 
A Critical Analysis " 
m 
By JOSEPH STAGG LAWRENCE Qs! 
th 
Mr. Lawrence, whose book Wall Street and Washington attracted ; 
nation-wide attention last year, brings to this study an absolutely 
unprejudiced mind and a fresh, vigorous style. He is not engaged in R 
the banking business and is neither for nor against “unit” banking. 
In order to find out which type of bank is safest for the depositor; 
most profitable for the stockholder and most useful to its customers, 
he has divided all of the banks in the country into four distinct groups, 
representing the large city bank; the medium-sized city bank; the 
country bank in states where failures have been few; and the country 


bank in the so-called “distress areas” where failures have been numerous. 


He has gathered together the facts and figures on the operating and 
balance sheet experience of these groups. From them he has evolved 
tables and charts to show the reader how these various groups actually 
compare. From this information definite conclusions may be drawn. 
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BANKERS PUBLISHING COMPANY 
71 Murray Street, New York, N. Y. 


Please send me, postpaid, a copy of BANKING CONCENTRATION IN THE 
UNITED STATES. I agree to remit $5.00 within five days or return the book. 


title arises from the inclusion of new chap- 
ters, dealing with bank guaranties and other 
substitutes for bank credits, and telling 
briefly how to set up acceptance credits in 
conformity with the Federal Reserve Act 
and the regulations of the Federal Reserve 
Board. It is prepared from a practical stand- 
point, the author being assistant vice-presi- 
dent of the National City Bank of New 
York, a member of the New York bar, chair- 
man of the Standard Forms Committee of 
the American Acceptance Council, and of 
the New York Bankers Commercial Credit 
Conference of 1920. 


MoneTARY PROBLEMS OF THE BritisH Em- 
pire. By S. E. Harris. New York: The 
Macmillan Company. $5.00. 


Tue author of this volume is a lecturer on 
economics at Harvard University, and the 
book is published under the auspices of the 
Bureau of International Research of Harvard 
University and Radcliffe College. It is an 
exhaustive study of the subject, and contains 
much valuable information for the student 
relating to the monetary policy of Great 
Britain during and since the Great War. 
London’s importance as a money center, not 
only for her own dominions and colonies, 
but for the world, makes of especial interest 
a volume of this character. At present the 
monetary policy of Great Britain is under- 
going a severe test, and demands are being 
made for its modification. Some light as to 
the future course may be had by studying 
what has been done in the past. Such a 
guide this volume affords. 


Business LirE INSURANCE Trusts. By C. 
Alison Scully and Franklin W. Ganse. 
New York: D. Appleton & Co. $2.50. 


TuHIs new title in the important and highly 
successful series, “Life Insurance: Its Eco- 
nomic and Social Relations,” is the only book 
to discuss authoritatively the business life in- 
surance trust, the most satisfactory device for 
the administration of any business life insur- 
ance program. More specifically, it deals 
with the use of life insurance to preserve 
stability in business organizations in spite of 
successive changes in ownership and manage- 
ment, a growing field of life insurance service 
in which the future possibilities are immense. 
In the present volume the approach is from 
the points of view of the business man and 
his organization, the insurance underwriter, 
and the trust company; it thus covers all 
aspects of the services, establishment, promo- 
tion, and administration of insurance trusts 
for the protection of sole proprietorships, 
partnerships and corporations. The author- 
ship combination of a trust company official 
and an insurance underwriter, both of whom 
are lawyers, guarantees the authority, com- 
prehensiveness, and practical nature of “Busi- 
ness Life Insurance Trusts.” It will have an 
immediate and vital appeal to insurance un- 
derwriters, trust companies, lawyers, business 
men and business organizations. 


Are your 
windows 
bringing in 
business? 


Banks all over the country are waking 
up to the tremendous new-business 
possibilities of window displays. At- 
tractive, scientifically arranged dis- 
plays actually bring folks into your 
bank and create business for all de- 
partments. How this is done is 
described in 


101 Window 
Displays 


By M. E. Chase 


This book is not based on theory or 
guess-work but is the result of many 
years’ study by the author and a care- 
ful investigation of the methods used 
by banks and investment houses that 
have been most successful. 


A feature of the book is the careful 
description of 101 original displays for 
all departments of banking. 


But don’t take our word for this. 
Send for and examine this book at 
your own desk at our risk. Mail the 
coupon below TODAY. 


Bankers Publishing Company, 
71 Murray Street, New York. 


You may send me a copy of 101 
WINDOW DISPLAYS by M. E. 
Chase on 10 days’ approval. At the 
end of 10 days I will either send you 
my check for $5.00 or return the book. 
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FEDERAL FINANCING. By Robert Love. New 
York: Columbia University Press. $4.25. 


Since the Treasury has such extensive re- 
lations to public finance, a book of this char- 
acter, dealing with the methods of the 
Treasury in its borrowing operations, should 
prove of interest to bankers. 


THE Law RELATING To BANKING AND For- 
EIGN ExcHANGE. By L. le M. Minty. 
New York: Isaac Pitman & Sons. $8.50. 


As a result of his fourteen years of service 
with the Midland Bank and association with 
the Institute of Bankers as an examiner in 
law and banking practice, the author con- 
ceived the need of a book that would assist 
banks in avoiding litigation. That need he 
has admirably supplied in the present volume, 
which presents the laws applicable to foreign 
exchange transactions as well as other bank- 
ing operations. 


APPLIED ACCOUNTING PRINCIPLES. 
mett Reid Sanford. 
G. Crowell Company. 


By Em- 
New York: Thomas 


THERE are over fifty chapters in this vol- 
ume, taking up one by one the essential items, 
beginning with the ledger, the journal, the 
trial balance, the balance-sheet, the work 
sheet, and continuing to control accounts, 
surplus and reserves, and many other items 
entering into modern accounting, covering in 
fact all important subjects. The book con- 
tains 158 illustrative forms. The book is 
worthy of being classed as a complete and 
modern treatment of the subject with which 
it deals. 


HANDBOOK OF New York City Banks. 
Edited by F. Edmonds Tyng, Jr. New 
York: Overseas Statistics, Inc. Per Year 
(four editions), $7.50; single copy, $2.50. 


A HIsToRY, with mergers, capital changes, 
market records, earnings, dividends, and 
comparative resources and liabilities of the 
New York City banks is something valuable 
to have at hand, which need is well supplied 
by this volume. 


THE Work oF A Bank. By H. G. Easton. 
London: Effingham Wilson. 7s. 6d. 


THE character of British banking has changed 
so considerably of recent years, notably in 
the almost complete extinction of the private 
banker in favor of the huge joint-stock bank, 
that a new edition of Easton's well known 
text-book, “The Work of a Bank,” will be 
welcomed by the present generation of bank- 
ing students. Mr. Hodder has greatly in- 
creased the contents of the book by explain- 
ing in detail the qualifications of young men 
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and women desirous of entering the profes | 
sion of banking, and representative examing 
tion papers of the London Chamber of Com? 
merce and the Institute of Bankers are given’ 
in full. In order to describe adequately the 

work of a joint-stock bank, several new chap | 
ters have been added, as well as one on re 
cent developments in banking, such as the” 
Bank for International Settlements, the Agri | 
culture Mortgage Corporation, Ltd., the Se % 
curities Management Trust, and Mechaniza ~ 
tion. 


PusLic Depts AND StTaTE Succession. By 
The © 


’ Ernst H. Feilchenfeld. 
Macmillan Company. 


New York. 
$10.00. 


A LARGE part of this work is devoted to the 4 
legal history of the treatment of public debts 7 
in case of territorial changes, covering both © 
practice and theory. The analytical chapters 7 
embrace not only the specific field of public ” 
debts and state successions, but related fields = 
as well, such as debts in general, property, 7 
state elements, 4 
legislation. Our large interest in foreign 7 
loans makes the book of special value to | 
banks interested in foreign securities: 


FRENCH-ENGLISH AND ENGLISH-FRENCH © 
DicTIONARY OF COMMERCIAL AND FINAN’ 7 
CIAL TERMS, PHRASES AND Practice. By § 
J. O. Kettridge. New York: E. P. Dut | 
ton & Co. $7.50. 


Not only are there full definitions of some © 
50,000 words and terms, but many of these 7 
are illustrated by usage. To those engaged 
in foreign trade and to banks having such 
relations, this volume will be found of very 
great help in interpreting French words and 
phrases. It is complete and admirably ar 
ranged. 


NEW BOOKS 


MonETARY PROBLEMS OF THE BritisH Em: 
pirE. By S. E. Harris. New York: Mac’ 
millan. $5.00. 


ApvVERTISING AND Its MECHANICAL Prov 
pucTion. By Carl Richard Greer. New 
York: Crowell. $5.00. 


CoNCENTRATION OF CONTROL IN AMERICAN 
InpustrY. By Harry W. Laidler. New 
York: Crowell. $5.00. 


BrancH, Group AND CHAIN BANKING. By 
Gaines T. Cartinhour. New York: Mac 
millan. $4.50. 


AMERICAN ForEIGN TRADE IN 1931. Of | 
ficial Proceedings of the 1931 Convention © 
of the National Foreign Trade Council. 
New York: National Foreign Trade Coun: 
cil. 1 Hanover Square. $2.50. 
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